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MESSAGE FROM THE USTR

Trade has been an important part of the United States’ economic recovery, and it is a critical component of
President Obama’s forward-looking strategy to unlock opportunities that will create jobs, promote growth and
strengthen the middle class.

Since 2009, U.S. exports of goods and services have increased by almost 50 percent, growing roughly three
times faster than the economy as a whole, and contributing a third of our total economic growth. Nearly
300,000 American companies now export goods to foreign markets, supporting jobs domestically.
Additionally, 98 percent of these companies are small and medium size businesses.

These increases in U.S. exports support real job growth for Americans. Each billion dollars of increased
exports supports between 5,400 and 5,900 jobs, on average. And over the last four years, exports have
supported 1.6 million additional private sector jobs — jobs that pay 13 percent to 18 percent more on average
than non-export related jobs.

The United States is one of the most open economies in the world. With an average applied tariff of 1.3
percent, a fair and transparent regulatory environment, and an open investment regime, U.S. barriers to imports
and investment from abroad are among the lowest in the world. But U.S. exports destined for other countries
continue to face an array of tariff and nontariff barriers. These barriers constrain our ability to support job
growth, and in some cases threaten the livelihoods of hard working American workers and manufacturers,
farmers and ranchers, and American entrepreneurs and investors whose businesses depend on their ability to sell
their high-quality goods and services to the world.

The top trade priority for this Administration is to negotiate trade agreements that will open markets and unlock
opportunity for American goods and services exporters, and to vigorously monitor and enforce those trade
agreements in order to fully protect our hard-earned trade rights.

In order for our workers and businesses to benefit fully from the trade agreements we negotiate, our trading
partners must play by the rules to which they have agreed. Over the last five years, the United States has
redoubled its trade enforcement efforts and has taken a whole-of-government approach to enforcement, and
USTR works with agencies throughout the Government to level the playing field for American workers and
businesses. Every office at USTR plays a vital role in our efforts to monitor and enforce our trade agreements.
In addition, in 2012, President Obama created the Interagency Trade Enforcement Center (ITEC) to support
those efforts. ITEC brings together staff from multiple agencies with a diverse set of skills and expertise, and is
designed to buttress and broaden even further the capacity of the Obama Administration to pursue the strongest
possible trade enforcement agenda. Working hand in hand with USTR staff, ITEC has played a vital role in
multiple enforcement actions regarding China, Argentina, India and Indonesia. The information contained in
the NTE represents one of the important sources upon which USTR and ITEC can draw in their efforts to
enforce our trade rights, strengthen the rules-based trading system, and identify and resolve barriers to U.S.
exports.

The NTE report plays an important role by shining a spotlight on significant trade barriers that our goods and
services exporters face. This report provides, where feasible, quantitative estimates of the impact of these
foreign practices on the value of U.S. exports. Information is also included on selected actions taken to
eliminate damaging foreign trade barriers.

Ambassador Michael Froman
United States Trade Representative
March 31, 2014
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FOREWORD

SCOPE AND COVERAGE

The 2014 National Trade Estimate Report on Foreign Trade Barriers (NTE) is the 29th in an annual series
that highlights significant foreign barriers to U.S. exports. This document is a companion piece to the
President’s Trade Policy Agenda published by USTR in March.

In accordance with section 181 of the Trade Act of 1974, as added by section 303 of the Trade and Tariff
Act of 1984 and amended by section 1304 of the Omnibus Trade and Competitiveness Act of 1988, section
311 of the Uruguay Round Trade Agreements Act, and section 1202 of the Internet Tax Freedom Act, the
Office of the U.S. Trade Representative is required to submit to the President, the Senate Finance
Committee, and appropriate committees in the House of Representatives, an annual report on significant
foreign trade barriers. The statute requires an inventory of the most important foreign barriers affecting
U.S. exports of goods and services, foreign direct investment by U.S. persons, and protection of
intellectual property rights. Such an inventory enhances awareness of these trade restrictions and
facilitates negotiations aimed at reducing or eliminating these barriers.

This report is based upon information compiled within USTR, the Departments of Commerce and
Agriculture, and other U.S. Government agencies, and supplemented with information provided in
response to a notice published in the Federal Register, and by members of the private sector trade advisory
committees and U.S. Embassies abroad.

Trade barriers elude fixed definitions, but may be broadly defined as government laws, regulations,
policies, or practices that either protect domestic goods and services from foreign competition, artificially
stimulate exports of particular domestic goods and services, or fail to provide adequate and effective
protection of intellectual property rights.

This report classifies foreign trade barriers into nine different categories. These categories cover
government-imposed measures and policies that restrict, prevent, or impede the international exchange of
goods and services. They include:

e Import policies (e.g., tariffs and other import charges, quantitative restrictions, import licensing,
and customs barriers);

e Government procurement (e.g., “buy national” policies and closed bidding);

e Export subsidies (e.g., export financing on preferential terms and agricultural export subsidies that
displace U.S. exports in third country markets);

o Lack of intellectual property protection (e.g., inadequate patent, copyright, and trademark regimes
and enforcement of intellectual property rights);

e Services barriers (e.g., limits on the range of financial services offered by foreign financial
institutions, regulation of international data flows, restrictions on the use of foreign data
processing, and barriers to the provision of services by foreign professionals);
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e Investment barriers (e.g., limitations on foreign equity participation and on access to foreign
government-funded research and development programs, local content requirements, technology
transfer requirements and export performance requirements, and restrictions on repatriation of
earnings, capital, fees and royalties);

o Government-tolerated anticompetitive conduct of state-owned or private firms that restricts the
sale or purchase of U.S. goods or services in the foreign country’s markets;

e Trade restrictions affecting electronic commerce (e.g., tariff and nontariff measures, burdensome
and discriminatory regulations and standards, and discriminatory taxation); and

e Other barriers (barriers that encompass more than one category, e.g., bribery and corruption,’ or
that affect a single sector).

Significant foreign government barriers to U.S. exports that prior to the 2010 NTE reports were addressed
under the rubric of “standards, testing, labeling, and certification” measures are now treated separately in
two specialized reports. One report is dedicated to identifying unwarranted barriers in the form of
standards-related measures (such as product standards and testing requirements). A second report
addresses unwarranted barriers to U.S. exports of food and agricultural products that arise from sanitary
and phytosanitary (SPS) measures related to human, animal, and plant health and safety. Together, the
three reports provide the inventory of trade barriers called for under U.S. law.

The two specialized reports were first issued in March 2010. USTR will issue new, up-to-date versions of
these two reports in conjunction with the release of this report to continue to highlight the increasingly
critical nature of standards-related measures and sanitary and phytosanitary issues to U.S. trade policy.
The reports will identify and call attention to problems resolved during 2012, in part as models for
resolving ongoing issues and to signal new or existing areas in which more progress needs to be made.

In recent years, the United States has observed a growing trend among our trading partners to impose
localization barriers to trade — measures designed to protect, favor, or stimulate domestic industries,
service providers, or intellectual property at the expense of imported goods, services or foreign-owned or
developed intellectual property. These measures may operate as disguised barriers to trade and
unreasonably differentiate between domestic and foreign products, services, intellectual property, or
suppliers. They can distort trade, discourage foreign direct investment and lead other trading partners to
impose similarly detrimental measures. For these reasons, it has been longstanding U.S. trade policy to
advocate strongly against localization barriers and encourage trading partners to pursue policy approaches
that help their economic growth and competitiveness without discriminating against imported goods and
services. USTR is chairing an interagency effort to develop and execute a more strategic and coordinated
approach to address localization barriers. This year’s NTE continues the practice of identifying
localization barriers to trade in the relevant barrier category in the report’s individual sections to assist
these efforts and to inform the public on the scope and diversity of these practices.

USTR continues to vigorously scrutinize foreign labor practices and to redress substandard practices that
impinge on labor obligations in U.S. free trade agreements (FTAs) and deny foreign workers their
internationally recognized labor rights. USTR has also introduced new mechanisms to enhance its
monitoring of the steps that U.S. FTA partners have taken to implement and comply with their obligations
under the environment chapters of those agreements. To further these initiatives, USTR has implemented
interagency processes for systematic information gathering and review of labor rights practices and
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environmental enforcement measures in FTA countries, and USTR staff regularly works with FTA
countries to monitor practices and directly engages governments and other actors. The Administration has
reported on these activities in the 2014 Trade Policy Agenda and 2013 Annual Report of the President on
the Trade Agreements Program.

The NTE covers significant barriers, whether they are consistent or inconsistent with international trading
rules. Many barriers to U.S. exports are consistent with existing international trade agreements. Tariffs,
for example, are an accepted method of protection under the General Agreement on Tariffs and Trade
1994 (GATT 1994). Even a very high tariff does not violate international rules unless a country has made
a commitment not to exceed a specified rate, i.e., a tariff binding. On the other hand, where measures are
not consistent with U.S. rights international trade agreements, they are actionable under U.S. trade law,
including through the World Trade Organization (WTO).

This report discusses the largest export markets for the United States, including 58 countries, the
European Union, Taiwan, Hong Kong, and one regional body. This year, sections on Iragq and
Uzbekistan have been added to the coverage of NTE. The inclusion of Iraq reflects the growing
importance of this market for U.S. exports and services, and the trade policy issues of concern as
Irag continues to integrate into the global economy. Similarly, Uzbekistan, the most populous
country in Central Asia, was added to increase understanding of the trade barriers in that
emerging country and in that region overall. A section on Bolivia does not appear in this year’s
report. There were no public submissions received regarding Bolivia as well as reduced
government to government engagement on trade-related matters over the last year. In this year’s chapter
on China, the discussion of Chinese trade barriers has been re-structured and re-focused to align more
closely with other Congressional reports prepared by USTR on U.S.-China trade issues. The China
chapter includes cross-references to other USTR reports where appropriate. Some countries were excluded
from this report due primarily to the relatively small size of their markets or the absence of major trade
complaints from representatives of U.S. goods and services sectors. However, the omission of
particular countries and barriers does not imply that they are not of concern to the United States.

NTE sections report the most recent data on U.S. bilateral trade in goods and services and compare the
data to the preceding period. This information is reported to provide context for the reader. In more than
half of the specified cases, U.S. bilateral goods trade continued to increase in 2013 compared to the
preceding period. The merchandise trade data contained in the NTE are based on total U.S. exports, free
alongside (f.a.s.)" value, and general U.S. imports, customs value, as reported by the Bureau of the Census,
Department of Commerce (NOTE: These data are ranked in an Appendix according to the size of the
export market). The services data are drawn from the October 2013 Survey of Current Business, compiled
by the Bureau of Economic Analysis in the Department of Commerce (BEA). The direct investment data
are drawn from the September 2013 Survey of Current Business, also from BEA.

TRADE IMPACT ESTIMATES AND FOREIGN BARRIERS

Wherever possible, this report presents estimates of the impact on U.S. exports of specific foreign trade
barriers and other trade distorting practices. Where consultations related to specific foreign practices were
proceeding at the time this report was published, estimates were excluded, in order to avoid prejudice to
those consultations.

The estimates included in this report constitute an attempt to assess quantitatively the potential effect of
removing certain foreign trade barriers on particular U.S. exports. However, the estimates cannot be used
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to determine the total effect on U.S. exports either to the country in which a barrier has been identified or
to the world in general. In other words, the estimates contained in this report cannot be aggregated in
order to derive a total estimate of gain in U.S. exports to a given country or the world.

Trade barriers or other trade distorting practices affect U.S. exports to another country because these
measures effectively impose costs on such exports that are not imposed on goods produced in the
importing country. In theory, estimating the impact of a foreign trade measure on U.S. exports of goods
requires knowledge of the (extra) cost the measure imposes on them, as well as knowledge of market
conditions in the United States, in the country imposing the measure, and in third countries. In practice,
such information often is not available.

Where sufficient data exist, an approximate impact of tariffs on U.S. exports can be derived by obtaining
estimates of supply and demand price elasticities in the importing country and in the United States.
Typically, the U.S. share of imports is assumed to be constant. When no calculated price elasticities are
available, reasonable postulated values are used. The resulting estimate of lost U.S. exports is
approximate, depends on the assumed elasticities, and does not necessarily reflect changes in trade patterns
with third countries. Similar procedures are followed to estimate the impact of subsidies that displace U.S.
exports in third country markets.

The task of estimating the impact of nontariff measures on U.S. exports is far more difficult, since there is
no readily available estimate of the additional cost these restrictions impose. Quantitative restrictions or
import licenses limit (or discourage) imports and thus raise domestic prices, much as a tariff does.
However, without detailed information on price differences between countries and on relevant supply and
demand conditions, it is difficult to derive the estimated effects of these measures on U.S. exports.
Similarly, it is difficult to quantify the impact on U.S. exports (or commerce) of other foreign practices,
such as government procurement policies, nontransparent standards, or inadequate intellectual property
rights protection.

In some cases, particular U.S. exports are restricted by both foreign tariff and nontariff barriers. For the
reasons stated above, it may be difficult to estimate the impact of such nontariff barriers on U.S. exports.
When the value of actual U.S. exports is reduced to an unknown extent by one or more than one nontariff
measure, it then becomes derivatively difficult to estimate the effect of even the overlapping tariff barriers
on U.S. exports.

The same limitations that affect the ability to estimate the impact of foreign barriers on U.S. goods exports
apply to U.S. services exports. Furthermore, the trade data on services exports are extremely limited in
detail. For these reasons, estimates of the impact of foreign barriers on trade in services also are difficult
to compute.

With respect to investment barriers, there are no accepted techniques for estimating the impact of such
barriers on U.S. investment flows. For this reason, no such estimates are given in this report. The NTE
includes generic government regulations and practices which are not product specific. These are among the
most difficult types of foreign practices for which to estimate trade effects.

In the context of trade actions brought under U.S. law, estimates of the impact of foreign practices on U.S.
commerce are substantially more feasible. Trade actions under U.S. law are generally product specific and
therefore more tractable for estimating trade effects. In addition, the process used when a specific trade
action is brought will frequently make available non-U.S. Government data (from U.S. companies or
foreign sources) otherwise not available in the preparation of a broad survey such as this report.
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In some cases, industry valuations estimating the financial effects of barriers are contained in the report.
The methods for computing these valuations are sometimes uncertain. Hence, their inclusion in the NTE
report should not be construed as a U.S. Government endorsement of the estimates they reflect.

March 2014

Endnotes

" Corruption is an impediment to trade, a serious barrier to development, and a direct threat to our collective security.
Corruption takes many forms and affects trade and development in different ways. In many countries, it affects
customs practices, licensing decisions, and the awarding of government procurement contracts. If left unchecked,
bribery and corruption can negate market access gained through trade negotiations, undermine the foundations of the
international trading system, and frustrate broader reforms and economic stabilization programs. Corruption also
hinders development and contributes to the cycle of poverty.

Information on specific problems associated with bribery and corruption is difficult to obtain, particularly since
perpetrators go to great lengths to conceal their activities. Nevertheless, a consistent complaint from U.S. firms is
that they have experienced situations that suggest corruption has played a role in the award of billions of dollars of
foreign contracts and delayed or prevented the efficient movement of goods. Since the United States enacted the
Foreign Corrupt Practices Act (FCPA) in 1977, U.S. companies have been prohibited from bribing foreign public
officials, and numerous other domestic laws discipline corruption of public officials at the State and Federal levels.
The United States is committed to the active enforcement of the FCPA.

The United States has taken a leading role in addressing bribery and corruption in international business transactions
and has made real progress over the past quarter century building international coalitions to fight bribery and
corruption. Bribery and corruption are now being addressed in a number of fora. Some of these initiatives are now
yielding positive results.

The United States led efforts to launch the Organization for Economic Cooperation and Development (OECD)
Convention on Combating Bribery of Foreign Public Officials in International Business Transactions (Antibribery
Convention). In November 1997, the United States and 33 other nations adopted the Antibribery Convention, which
currently is in force for 40 countries, including the United States. The Antibribery Convention obligates its parties to
criminalize the bribery of foreign public officials in the conduct of international business. It is aimed at proscribing
the activities of those who offer, promise, or pay a bribe (for additional information, see http://www.export.gov/tcc

and http://www.oecd.org).

The United States also played a critical role in the successful conclusion of negotiations that produced the United
Nations Convention Against Corruption, the first global anticorruption instrument. The Convention was opened for
signature in December 2003, and entered into force December 14, 2005. The Convention contains many provisions
on preventive measures countries can take to stop corruption, and requires countries to adopt additional measures as
may be necessary to criminalize fundamental anticorruption offenses, including bribery of domestic as well as foreign
public officials. As of December 2013, there were 170 parties, including the United States.

In March 1996, countries in the Western Hemisphere concluded negotiation of the Inter-American Convention
Against Corruption (Inter-American Convention). The Inter-American Convention, a direct result of the Summit of
the Americas Plan of Action, requires that parties criminalize bribery and corruption. The Inter-American
Convention entered into force in March 1997. The United States signed the Inter-American Convention on June 2,
1996 and deposited its instrument of ratification with the Organization of American States (OAS) on September 29,
2000. Thirty-one of the thirty-three parties to the Inter-American Convention, including the United States, participate
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in a Follow-up Mechanism conducted under the auspices of the OAS to monitor implementation of the Convention.
The Inter-American Convention addresses a broad range of corrupt acts including domestic corruption and trans-
national bribery. Signatories agree to enact legislation making it a crime for individuals to offer bribes to public
officials and for public officials to solicit and accept bribes, and to implement various preventive measures.

The United States continues to push its anticorruption agenda forward. The United States seeks binding
commitments in FTAs that promote transparency and that specifically address corruption of public officials. The
United States also led other countries in concluding multilateral negotiations on the World Trade Organization
(WTO) Trade Facilitation Agreement which contains provisions on transparency in customs operations and avoiding
conflicts of interest in customs penalties. The United States has also advocated for transparency of government
procurement regimes in FTA negotiations. In the Trans-Pacific Partnership and Transatlantic Trade and Investment
Partnership negotiations, the United States is seeking expanded transparency and anticorruption disciplines. The
United States is also playing a leadership role on these issues in APEC and other fora.

" Free alongside (f.a.s.): Under this term, the seller quotes a price, including delivery of the goods alongside and
within the reach of the loading tackle (hoist) of the vessel bound overseas.
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ANGOLA

TRADE SUMMARY

U.S. goods exports in 2013 were $1.5 billion, down 2.7 percent from the previous year. Corresponding
U.S. imports from Angola were $8.7 billion, down 11.0 percent. The U.S. goods trade deficit with Angola
was $7.3 billion in 2013, down $1.0 billion from 2012. Angola is currently the 71st largest export market
for U.S. goods.

The stock of U.S. foreign direct investment (FDI) in Angola was $1.2 billion in 2012 (latest data
available), down from $5.5 billion in 2011.

IMPORT POLICIES
Tariffs

Angola is a Member of the WTO and the Southern African Development Community (SADC). However,
Angola has delayed implementation of the 2003 SADC Protocol on Trade, which provides for reduced
tariffs.

In November 2013, the Angolan government published a new tariff schedule that, effective January 2014,
updates the 2008 tariff schedule. Through the new schedule, the government aims to protect and stimulate
domestic industry by raising import and consumption duties on items that Angolan companies already
produce, even if the domestic production cannot meet domestic demand. Some of the most notable
changes are a 50 percent import duty on beer, a 50 percent import duty on fruit juices, and a 50 percent
import duty on vegetables like tomatoes, onions, garlic, beans, and potatoes. The tariff on chicken product
imports, which comprise the bulk of U.S. food exports to Angola, remains unchanged, however. The
import taxes for roofing materials and bricks have increased to 50 percent. Import duties on a few
products, including palm oil, railway materials, and wheat flour, have decreased minimally. In addition to
changes in import duty rates, another prominent feature of the new tariff schedule is a policy that allows
Angolan industry to enjoy import tax exemptions on inputs that are used to manufacture Angolan made
products.

Tariff obligations in the oil sector primarily are determined by individually negotiated contracts between
international oil companies and the Angolan government. Because most U.S. exports to Angola consist of
specialized oil industry equipment, which is largely exempt from tariffs, the annual impact of tariffs on
U.S. exports is relatively low. If companies operating in the oil and mining industries present a letter from
the Minister of Petroleum or the Minister of Geology and Mines, they may import equipment to be used
exclusively for oil and mineral exploration without duty.

Customs Procedures

The Angolan customs code follows the guidelines of the World Customs Organization, the WTO, and the
SADC.

Administration of Angola’s customs service has improved in the last few years, but customs issues still
impede market access. The construction of two dry ports for container storage in the Luanda capital area
and the diversion of some marine traffic to the Port of Lobito have improved customs clearance.
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According to Presidential Decree No. 63/13 of June 11, 2013, pre-shipment inspections are no longer
mandatory, as of June 12, 2013, but traders must hire pre-shipment inspection services from private
inspection agencies if they wish to benefit from “green channel” access or if pre-shipment inspection is
required by their letter of credit agreement. The decree amended articles 10, 11, and 12 of Decree No.
41/06 of 17 June 2006, which required pre-shipment inspection of goods imported into the national
territory. The government decided to relax pre-shipment inspection requirements based on its belief that
Angolan laboratories have enough capacity to test the quality and safety of food imports. A new private
laboratory, Bromangol, has a de facto monopoly on the food safety testing of all food imports that enter
Luanda. Some importers find that the fees charged by Bromangol are excessive, and they also question
whether the testing is actually completed.

Required customs paperwork includes the “Documento Unico” (single document) for the calculation of
customs duties, proof of ownership of the good(s), bill of lading, commercial invoice, packing list, and
specific shipment documents verifying the right to import or export the product. Any shipment of goods of
value equal to or exceeding $1,000 requires the use of a clearing agent. The number of clearing agents
increased from 55 in 2006 to 223 in 2013, but competition among clearing agents has not reduced fees,
which typically range from 1 percent to 2 percent of the value of the declaration.

The importation of certain goods may require specific authorization from various government ministries.
This often leads to bureaucratic bottlenecks that can result in delays and extra costs. Goods that require
ministerial authorization include the following: pharmaceutical substances, saccharine and products
derived from saccharine (Ministry of Health); radios, transmitters, receivers, and other devices (Ministry of
Post and Telecommunications); weapons, ammunition, fireworks, and explosives (Ministry of Interior);
plants, roots, bulbs, microbial cultures, buds, fruits, seeds, and crates and other packages containing these
products (Ministry of Agriculture); fiscal or postal stamps (Ministry of Post and Telecommunications);
poisonous and toxic substances and drugs (Ministries of Agriculture, Industry, and Health); and samples or
other goods imported to be given away (Customs).

GOVERNMENT PROCUREMENT

The government procurement process is not competitive and often lacks transparency. Information about
government projects and procurements is often not readily available from the appropriate authorities and
interested parties must spend considerable time to obtain the necessary information. Calls for bids for
government procurements are sometimes published in the government newspaper Jornal de Angola, but
many times the contracting agency already has a preference for a specific business. Under the Promotion
of Angolan Private Entrepreneurs Law, the government gives Angolan companies preferential treatment in
the procurement of goods, services, and public works contracts. These Angolan companies often then
source goods and contract services from foreign companies.

Angola is not a signatory to the WTO Agreement on Government Procurement.
INTELLECTUAL PROPERTY RIGHTS PROTECTION

Angola is a party to the World Intellectual Property Organization (WIPO) Convention, the Paris
Convention for the Protection of Industrial Property, and the WIPO Patent Cooperation Treaty.
Intellectual property is protected by Law 3/92 for industrial property and Law 4/90 for the attribution and
protection of copyrights. Intellectual property rights (IPR) are administered by the Ministry of Industry
(trademarks, patents, and designs) and by the Ministry of Culture (authorship, literary, and artistic rights).
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Although Angolan law provides basic protection for IPR and the National Assembly is working to
strengthen existing legislation, IPR protection remains weak in practice due to a lack of enforcement
capacity. The government has worked with international computer companies on anti-piracy measures.
No legal actions involving IPR owned by U.S. citizens or companies are known to have been filed in
Angola.

INVESTMENT BARRIERS

Angola is formally open to foreign investment, but its legal infrastructure provides insufficient protection
to foreign investors. A private investment law, passed in May 2011, altered benefits and incentives
available for investors. The minimum investment required to qualify for incentives was increased from
$100,000 under the previous law to $1 million under the new law. Further, to qualify for incentives, an
investor must enter into an investment contract with the Angolan state, represented by the National Agency
for Private Investment (ANIP), which establishes the conditions for the investment as well as the
applicable incentives. ANIP offices are located in Luanda and Washington, D.C. The incentives and
benefits, which can include preferential treatment when repatriating funds out of Angola, tax deductions
and exemptions, are negotiated with ANIP and other ministries of the Angolan government on a case-by-
case basis. In determining whether to grant incentives, consideration is given to the economic and social
impact of the investment, taking into account the government’s economic development strategy. Larger
incentives of longer duration are offered to companies that invest in lesser developed areas outside of the
greater Luanda capital region.

In addition to the process described above, investments with a value between $10 million and $50 million
must be approved by the Council of Ministers, and investments above $50 million require the approval of
an ad hoc presidential committee. By law, the Council of Ministers has 30 days to review an application,
although in practice decisions are often subject to lengthy delays.

The Angolan justice system is slow, arduous, and reportedly not always impartial. The World Bank’s
“Doing Business in 2014” survey estimates that commercial contract enforcement, measured by the
amount of time elapsed between the filing of a complaint for breach of contract and the enforcement of
judgment by the court generally takes 1,296 days in Angola, whereas the average period in Sub-Saharan
Africa is 652 days. While existing law includes the concept of domestic and international arbitration, it is
still not widely utilized as a method of dispute resolution in Angola.

Angola’s private investment law expressly prohibits private investment in the areas of defense, internal
public order, and state security; in banking activities relating to the operations of the Central Bank and the
Mint; in the administration of ports and airports; and in other areas where the law gives the state exclusive
responsibility.

Although the 2011 private investment law is part of an overall effort by the Angolan government to create
a more investor-friendly environment, many laws governing the economy have vague provisions that
permit wide interpretation and inconsistent application across sectors. Investment in the petroleum,
diamond, and financial sectors continue to be governed by sector-specific legislation. Foreign investors
can establish fully-owned subsidiaries in many sectors, but frequently are strongly encouraged (though not
formally required) to take on a local partner.
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Obtaining the proper permits and business licenses to operate in Angola is time-consuming and adds to the
cost of investment. The World Bank “Doing Business in 2014” report noted that it takes an average of 66
days in Angola compared to a regional average of 29.7 days to start a business.

The government is gradually implementing legislation for the petroleum sector, originally enacted in
November 2003 (Order 127/03 of the Ministry of Petroleum). The legislation requires many foreign oil
services companies currently supplying the petroleum sector to form joint-venture partnerships with local
companies on any new ventures. For the provision of goods and services not requiring heavy capital
investment or specialized expertise, foreign companies may only participate as a contractor or sell
manufactured products to Angolan companies for later resale. For activities requiring a medium level of
capital investment and a higher level of expertise (not necessarily specialized), foreign companies may
only participate in association with Angolan companies.

A new Foreign Exchange Law for the petroleum requires that all oil and gas companies make all
payments, including payments to suppliers and contractors located outside of Angola, through local
Angolan domiciled banks. Furthermore, payments for goods and services provided by foreign exchange
resident service providers must be made in local currency.

Some American businesses have reported difficulties repatriating profits out of Angola. Transfers above a
certain amount require Central Bank approval and commercial banks may be reluctant to go through the
required bureaucratic process. Transfers of funds out of Angola to purchase merchandise for future sale or
use in Angola that can be supported by pro-forma invoices are considerably easier to process.

OTHER BARRIERS
Corruption

Corruption is prevalent in Angola due to an inadequately trained civil service, a highly-centralized
bureaucracy, antiquated regulations, and a lack of implementation of anti-corruption laws. There continue
to be credible reports that high-level officials receive bribes from private companies that are awarded
government contracts. Gratuities and other facilitation fees are often requested in order to secure quicker
service and approval. It is also common for Angolan government officials to have substantial private
business interests. These interests are not necessarily publicly disclosed and it can be difficult to determine
the ownership of some Angolan companies. The business climate continues to favor those connected to
the government. There are laws and regulations regarding conflict of interest, but they are not widely
enforced. Some investors report pressure to form joint ventures with specific Angolan companies believed
to have connections to political figures.

Angola’s public and private companies have not traditionally used transparent accounting systems
consistent with international norms, and few companies in Angola adhere to international audit standards.
The government approved an audit law in 2002 that sought to require audits for all “large” companies, but
this law is not generally enforced.

Investors have, at times, experienced harassment, political interference, and pressure to sell their
investments. In some cases, these practices reportedly have involved individuals with powerful positions
within the government who exert pressure either directly or through the established bureaucracy. As a
result, some investors have experienced significant delays in payments for government contracts and
delays in obtaining the proper permits or approval of projects.
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ARAB LEAGUE

The Arab League’s boycott of Israeli companies and Israeli-made goods, and its effect on U.S. trade and
investment in the Middle East and North Africa, varies from country to country. While the boycott still on
occasion poses a significant barrier (because of associated compliance costs and potential legal
restrictions) for individual U.S. companies and their subsidiaries operating in certain parts of the region, it
has for many years had an extremely limited practical effect overall on U.S. trade and investment ties with
many key Arab League countries. The 22 Arab League members are the Palestinian Authority and the
following states: Algeria, Bahrain, Comoros, Djibouti, Egypt, Iraq, Kuwait, Jordan, Lebanon, Libya,
Mauritania, Morocco, Oman, Qatar, Saudi Arabia, Somalia, Sudan, Syria, Tunisia, Yemen, and the United
Arab Emirates. About half of the Arab League members are also Members of the World Trade
Organization (WTQ) and are thus obligated to apply WTO commitments to all current WTO Members,
including Israel. To date, no Arab League member, upon joining the WTO, has invoked the right of non-
application of WTO rights and obligations with respect to Israel.

The United States has long opposed the Arab League boycott, and U.S. Government officials from a
variety of agencies frequently have urged Arab League member states to end the boycott. The U.S.
Department of State and U.S. embassies in relevant host countries take the lead in raising U.S. boycott-
related concerns with political leaders in Arab League member states. The U.S. Departments of
Commerce and Treasury, and the Office of the United States Trade Representative monitor boycott
policies and practices of Arab League member states and, aided by U.S. embassies, lend advocacy support
to firms facing boycott-related pressures from host country officials.

U.S. antiboycott laws (the 1976 Tax Reform Act (TRA) and the 1977 amendments to the Export
Administration Act (EAA)) were adopted to require U.S. firms to refuse to participate in foreign boycotts
that the United States does not sanction. The Arab League boycott of Israel was the impetus for this
legislation and continues to be the principal boycott with which U.S. companies must be concerned. The
EAA’s antiboycott provisions, implementation of which is overseen by the U.S. Department of
Commerce’s Office of Antiboycott Compliance (OAC), prohibit certain types of conduct undertaken in
support of the Arab League boycott of Israel. These types of prohibited activity include, inter alia,
agreements by companies to refuse to do business with Israel, furnishing by companies of information
about business relationships with Israel, and implementation of letters of credit that include prohibited
boycott terms. The TRA’s antiboycott provisions, administered by the Department of the Treasury and the
Internal Revenue Service, deny certain foreign tax benefits to companies that agree to requests from
boycotting countries to participate in certain types of boycotts.

The U.S. Government’s efforts to oppose the Arab League boycott include alerting host country officials to
the persistence of prohibited boycott requests and those requests’ adverse impact on both U.S. firms and on
countries’ ability to expand trade and investment ties with the United States. In this regard, U.S.
Department of Commerce and OAC officials periodically visit Arab League members to consult with
appropriate counterparts on antiboycott compliance issues. These consultations provide technical
assistance to host governments to identify contract language with which U.S. businesses may or may not
comply.

Boycott activity can be classified according to three categories. The primary boycott prohibits the
importation of goods and services from Israel into the territory of Arab League members. This prohibition
may conflict with the obligation of Arab League members that are also Members of the WTO to treat
products of Israel on a most favored nation basis. The secondary boycott prohibits individuals, companies

FOREIGN TRADE BARRIERS
-11-



(both private and public sector), and organizations in Arab League members from engaging in business
with U.S. firms and firms from other countries that contribute to Israel’s military or economic
development. Such foreign firms are placed on a blacklist maintained by the Damascus-based Central
Boycott Office (CBO), a specialized bureau of the Arab League; the CBO often provides this list to other
Arab League member governments, which decide whether or to what extent to follow it in implementing
any national boycotts. The tertiary boycott prohibits business dealings with U.S. and other firms that do
business with blacklisted companies.

Individual Arab League member governments are responsible for enforcing the boycott, and enforcement
efforts vary widely from country to country. Some Arab League member governments have consistently
maintained that only the League as a whole can entirely revoke the boycott. Other member governments
support the view that adherence to the boycott is a matter of national discretion; a number of governments
have taken steps to dismantle various aspects of it. The U.S. Government has on numerous occasions
indicated to Arab League member governments that their officials’ attendance at periodic CBO meetings is
not conducive to improving trade and investment ties, either with the United States or within the region.
Attendance of Arab League member government officials at CBO meetings varies; a number of
governments have responded to U.S. officials that they only send representatives to CBO meetings in an
observer capacity, or to push for additional discretion in national enforcement of the CBO-drafted
blacklisted company lists. Ongoing political upheaval in Syria in recent years has prevented the CBO from
convening meetings on a regular basis.

EGYPT: Egypt has not enforced any aspect of the boycott since 1980, pursuant to its peace treaty with
Israel. However, U.S. firms occasionally have found that some government agencies use outdated forms
containing boycott language. In past years, Egypt has included boycott language drafted by the Arab
League in documentation related to tenders funded by the Arab League. The revolution and resultant
political uncertainty in Egypt since early 2011 have left the future of Egyptian approaches to boycott-
related issues unclear. As Egypt’s government fully establishes lines of authority and formulates basic
foreign policy positions, the Administration will monitor closely its actions with regard to the boycott.

JORDAN: Jordan formally ended its enforcement of any aspect of the boycott when it signed the
Jordanian-Israeli peace treaty in 1994. Jordan signed a trade agreement with Israel in 1995, and later an
expanded trade agreement in 2004 (essentially Israel’s first free trade agreement with an Arab country).
While some elements of Jordanian society continue to oppose improving political and commercial ties
with Israel, government policy does not condone such positions.

LIBYA: Libya does not maintain diplomatic relations with Israel and has a law in place mandating
application of the Arab League boycott. Libya’s interim government has not formally articulated its stance
vis-a-vis the boycott. However, the former regime enforced the boycott and routinely inserted boycott
language in contracts with foreign companies. Bills of lading and customs declarations for imports cannot
indicate trade with Israel, and shippers are legally required to certify that no goods are of Israeli
origin. Foreign ships are prohibited from calling at Libyan ports if they have called at an Israeli port in the
past year. The Administration will continue to monitor closely Libya’s treatment of boycott issues.

IRAQ: Despite anti-Arab League boycott guidance given on two occasions from the Iragi Council of
Ministers to all ministries, the number of Arab League boycott-related requests from Iraqi entities has been
increasing in recent years. In 2013, there were 79 prohibited requests from Iraqi entities reported to the
U.S. Department of Commerce. Requests emanated from the Ministry of Health (MOH) and its
procurement arm, the Iragi State Company for Importation of Drugs and Medical Appliances (Kimadia);
the Ministry of Planning; the South Oil Company; and the Ministry of Electricity. It is estimated that since

FOREIGN TRADE BARRIERS
-12-



2010, U.S. companies have lost more than $1 billion in sales opportunities in Iraq due to these Arab
League boycott-related requests.

The MOH committed to the United States in June 2013 that it would stop issuing the requests. Since that
time, however, the MOH has issued several prohibited requests that negatively affected U.S. suppliers of
medical and pharmaceutical products. In January 2014, the head of Kimadia informed the United States
that the MOH and Kimadia would move to end the practice of including Arab League boycott-related
requirements in tender packages for new procurements. The South Oil Company, which had stopped
issuing tenders with boycott language several years ago, recently started issuing tenders containing
boycott-related language. Increased requests from the Ministry of Electricity are also very troubling, since
Iraq is seeking investment and procurement of key power sector technologies from foreign companies and
critical procurement projects currently are underway.

U.S. companies and investors consider the existence of boycott-related requirements in procurement
contracts and tenders as additional disincentives for doing business in Iraq. Moreover, bilateral events
designed to attract U.S. investment to Iraq, such as the February 2014 Iraq Business Week in Washington,
will be negatively impacted as long as Iragi entities continue to issue Arab League boycott-related
requests.

YEMEN: Yemen has not put a law in place regarding the boycott, though it continues to enforce the
primary aspect of the boycott and does not trade with Israel. Yemen in the past has stated that, absent an
Arab League consensus to end the boycott, it will continue to enforce the primary boycott. However,
Yemen also continues to adhere to its 1995 governmental decision to renounce observance of the
secondary and tertiary aspects of the boycott and does not maintain an official boycott enforcement office.
Yemen has remained a participant in the meetings of the CBO in Damascus, but continuing serious
political unrest within the country makes it difficult to predict Yemen’s future posture toward boycott-
related issues.

LEBANON: Since June 1955, Lebanese law has prohibited all individuals, companies and organizations
from directly or indirectly contracting with lIsraeli companies and individuals or buying, selling or
acquiring in any way products produced in Israel. This prohibition is reportedly widely adhered to in
Lebanon. Ministry of Economy officials have reaffirmed the importance of the boycott in preventing
Israeli economic penetration of Lebanese markets.

PALESTINIAN AUTHORITY: The Palestinian Authority (PA) agreed not to enforce the boycott in a
1995 letter to the U.S. Government. Though some Palestinians on occasion have called for ad hoc
boycotts of goods produced in Israeli West Bank settlements, foreign trade involving Palestinian producers
and importers must be managed through Israeli authorities, and the PA has kept to the commitment it
undertook in the 1995 letter.

ALGERIA: Algeria does not maintain diplomatic, cultural, or direct trade relations with Israel, though
indirect trade reportedly does take place. The country has legislation in place that supports the Arab
League boycott, but domestic law contains no specific provisions relating to the boycott and government
enforcement of the primary aspect of the boycott reportedly is sporadic. Algeria appears not to enforce
any element of the secondary or tertiary aspects of the boycott.

MOROCCO: Moroccan law contains no specific references to the Arab League boycott. The government
informally recognizes the primary aspect of the boycott due to Morocco’s membership in the Arab League,
but does not enforce any aspect of it. According to Israeli statistics, Morocco is Israel’s seventh largest
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trading partner in Africa and third largest in the Arab world, after Jordan and Egypt. Trade with Israel
increased 94 percent between 2012 and 2013, resulting in imports from Israel of $53.7 million and exports
from Morocco of $6.2 million. U.S. firms have not reported boycott-related obstacles to doing business in
Morocco. Moroccan officials do not appear to attend CBO meetings in Damascus.

TUNISIA: Upon the establishment of limited diplomatic relations with Israel, Tunisia terminated its
observance of the Arab League boycott. In the wake of the 2011 revolution, there has been no indication
that the interim Tunisian government’s policy with respect to the boycott has changed.

SUDAN: The government of Sudan supports the Arab League boycott and has enacted legislation
requiring adherence to it. However, there are no regulations in place to enforce the secondary and tertiary
aspects of the boycott.

COMOROS, DJIBOUTI, AND SOMALIA: None of these countries has officially participated in the
Arab League boycott. Djibouti generally supports Palestinian causes in international organizations and
there is little direct trade between Djibouti and Israel; however, the government currently does not enforce
any aspects of the boycott.

SYRIA: Syria diligently implements laws enforcing the Arab League boycott. Though it is host to the
Arab League CBO, Syria maintains its own boycott-related blacklist of firms, separate from the CBO list,
which it regards as outdated. Syria’s boycott practices have not had a substantive impact on U.S.
businesses because of U.S. economic sanctions imposed on the country in 2004; the ongoing and serious
political unrest within the country has further reduced U.S. commercial interaction with Syria.

MAURITANIA: Though Mauritania ‘froze’ its diplomatic relations with Israel in March 2009 (in
response to Israeli military engagement in Gaza), Mauritania has continued to refrain from enforcing any
aspect of the boycott.

GULF COOPERATION COUNCIL (GCC): In September 1994, the GCC member countries (Bahrain,
Kuwait, Oman, Qatar, Saudi Arabia, and the United Arab Emirates) announced an end to their enforcement
of the secondary and tertiary aspects of the boycott, eliminating a significant trade barrier to U.S. firms. In
December 1996, the GCC countries recognized the total dismantling of the boycott as a necessary step to
advance peace and promote regional cooperation in the Middle East and North Africa. Although all GCC
states are complying with these stated plans, some commercial documentation containing boycott language
continues to surface on occasion and impact individual business transactions.

The situation in individual GCC member countries is as follows:

Bahrain: Bahrain does not have any restrictions on trade with U.S. companies that have relations with
Israeli companies. Outdated tender documents in Bahrain have occasionally referred to the secondary and
tertiary aspects of the boycott, but such instances have been remedied quickly when brought to authorities’
attention. The government has stated publicly that it recognizes the need to dismantle the primary aspect
of the boycott. The U.S. Government has received assurances from the government of Bahrain that it is
fully committed to complying with WTO requirements on trade relations with other WTO Members, and
Bahrain has no restrictions on U.S. companies trading with Israel or doing business in Israel, regardless of
their ownership or other relations with Israeli companies. Although there are no entities present in Bahrain
for the purpose of promoting trade with Israel, Israeli-labeled products reportedly can occasionally be
found in Bahraini markets.
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Kuwait: Kuwait has not applied a secondary or tertiary boycott of firms doing business with Israel since
1991, and continues to adhere to the 1994 GCC decision. Although there is no direct trade between
Kuwait and Israel, the government of Kuwait states that foreign firms have not encountered serious
boycott-related problems for many years. Kuwait claims to have eliminated all direct references to the
boycott in its commercial documents as of 2000 and affirms that it removed all firms and entities that were
on the boycott list due to secondary or tertiary aspects of the boycott prior to 1991. Kuwait has a three
person boycott office, which is part of the General Administration for Customs. While Kuwaiti officials
reportedly regularly attend Arab League boycott meetings, it is unclear if they are active participants.

Oman: Oman does not apply any aspect of the boycott, and has no laws providing for boycott enforcement.
Although outdated boycott language occasionally appears in tender documents, Omani officials are
working to ensure that such language is not included in new tender documents and have removed outdated
language when brought to their attention. Omani customs processes Israeli-origin shipments entering with
Israeli customs documentation, although Omani firms typically avoid marketing any identifiably Israeli
consumer products. Telecommunications and mail flow normally between the two countries. Omani
diplomatic missions are prohibited from taking part in Arab League boycott meetings.

Qatar: Qatar does not maintain a boycott law and does not enforce the boycott. Although Qatar renounced
implementation of the boycott of U.S. firms that do business in Israel (the secondary and tertiary boycott)
in 1994, U.S. firms and their subsidiaries occasionally report receiving boycott requests from public Qatari
companies. An lIsraeli trade office opened in Qatar in May 1996, but Qatar ordered that office closed in
January 2009 in protest against the Israeli military action in Gaza. Despite this closure, Qatar continues to
allow trade with Israel and allows Israelis to visit the country. Official data from the Qatari government
indicated that there was approximately $3 million in trade between Qatar and Israel in 2009. Actual trade,
including Israeli exports of agricultural and other goods shipped via third countries, is likely higher than
the official figures. Qatar permits the entry of Israeli business travelers who obtain a visa in advance. The
chief executive of Qatar’s successful 2022 World Cup bid indicated that Israeli citizens would be welcome
to attend the World Cup.

Saudi Arabia: Saudi Arabia, in accordance with the 1994 GCC decision, modified its 1962 law, resulting
in the termination of the secondary and tertiary boycott. Senior Saudi government officials from relevant
ministries have requested that U.S. officials keep them informed of any allegations that Saudi entities are
seeking to enforce these aspects of the boycott. The Ministry of Commerce and Industry has established
an office to address any reports of boycott-related violations; reported violations appear to reflect out-of-
date language in recycled commercial and tender documents. Saudi companies have usually been willing
to void or revise boycott-related language when they are notified of its use.

The United Arab Emirates (UAE): The UAE complies with the 1994 GCC decision and does not
implement the secondary and tertiary aspects of the boycott. The UAE has not renounced the primary
aspect of the boycott, but the degree to which it is enforced is unclear. According to data from the U.S.
Department of Commerce, U.S. firms continue to face a relatively high number of boycott requests in the
UAE (this could be attributed to the high volume of U.S.-UAE goods and services trade), which the
government explains is mostly due to the use of outdated documentation, especially among private sector
entities. The United States has had some success in working with the UAE to resolve specific boycott
cases. The U.S. Department of Commerce OAC and Emirati Ministry of Economy officials have held
periodic meetings aimed at encouraging the removal of boycott-related terms and conditions from
commercial documents. The Emirati government has taken a number of steps to eliminate prohibited
boycott requests, including the issuance of a series of circulars to public and private companies explaining
that enforcement of the secondary and tertiary aspects of the boycott is a violation of Emirati policy.
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Non-Arab League Countries

In recent years, press reports occasionally have surfaced regarding the implementation of officially
sanctioned boycotts of trade with Israel by governments of non-Arab League countries, particularly some
member states of the 57 member Organization of the Islamic Conference (OIC), headquartered in Saudi
Arabia (Arab League and OIC membership overlaps to a considerable degree). Information gathered by
U.S. embassies in various non-Arab League OIC member states does not paint a clear picture of whether
the OIC institutes its own boycott of Israel (as opposed perhaps to simply lending support to Arab League
positions). The degree to which non-Arab League OIC member states enforce any aspect of a boycott
against Israel also appears to vary widely. Bangladesh, for example, does impose a primary boycott on
trade with Israel. By contrast, OIC members Tajikistan, Turkmenistan, and Kazakhstan impose no
boycotts on trade with Israel and in some cases have actively encouraged such trade.
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ARGENTINA

TRADE SUMMARY

U.S. goods exports in 2013 were $10.2 billion, down 0.7 percent from the previous year. Corresponding
U.S. imports from Argentina were $4.6 billion, up 6.7 percent. The U.S. goods trade surplus with
Argentina was $5.6 billion in 2013, a decrease of $358 million from 2012. Argentina is currently the 31st
largest export market for U.S. goods.

U.S. exports of private commercial services (i.e., excluding military and government) to Argentina were
$6.4 billion in 2012 (latest data available), and U.S. imports were $1.9 billion. Sales of services in
Argentina by majority U.S.-owned affiliates were $8.1 billion in 2011 (latest data available), while sales of
services in the United States by majority Argentina-owned firms were $49 million.

The stock of U.S. foreign direct investment (FDI) in Argentina was $14.4 billion in 2012 (latest data
available), up from $13.5 billion in 2011. U.S. FDI in Argentina is mostly in manufacturing and nonbank
holding sectors.

IMPORT POLICIES
Tariffs

Argentina is a member of the MERCOSUR common market, formed in 1991 and composed of Argentina,
Brazil, Paraguay, Uruguay, and Venezuela, which was admitted as a full member in July 2012.
MERCOSUR maintains a Common External Tariff (CET) schedule with a limited number of country-
specific exceptions, with most favored nation (MFN) applied rates ranging from zero percent to 35 percent
ad valorem. Argentina’s import tariffs follow the MERCOSUR CET with some exceptions. Argentina’s
MFN applied rate averaged 12.5 percent in 2012. Argentina’s average bound tariff rate in the WTO is
significantly higher at 31.9 percent. According to current MERCOSUR procedures, any good introduced
into any member country must pay the CET to that country’s customs authorities. If the product is then re-
exported to any other MERCOSUR country, the CET must be paid again to the second country.

At the MERCOSUR Common Market Council (CMC) ministerial meeting in December 2011,
MERCOSUR members agreed to increase import duty rates temporarily to a maximum rate of 35 percent
on 100 tariff items per member country. Although authorized to implement the decision as early as
January 2012, Argentina waited until January 2013 to publish Decree 25/2013 implementing these tariff
increases. These tariff increases were valid for one year, with the option to extend them for an additional
year. Argentina has extended these tariff increases through December 2014. The list of products affected
can be found at http://infoleg.gov.ar/infoleginternet/anexos/205000-209999/207701/norma.htm. In June
2012, the MERCOSUR CMC allowed an additional 100 additional country-specific tariff- line exceptions
to the CET to be implemented for as long as one year, but ending no later than December 31, 2014.
Argentina has not yet implemented this provision.

MERCOSUR member countries are also currently allowed to set import tariffs independently for some
types of goods, including computer and telecommunications equipment, sugar, and some capital goods. In
July 2012, Argentina partially eliminated its exemptions to the CET on capital goods through Decree
1026/2012. Argentina currently imposes the 14 percent CET rate on imports of capital goods that are
produced domestically; imports of certain other capital goods that are not produced domestically are also
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subject to a reduced ad valorem tariff of 2 percent. A list of the goods affected and their respective tariff
rates can be found at http://infoleg.gov.ar/infoleginternet/anexos/195000-199999/199256/norma.htm.

Argentina has bilateral arrangements with Brazil and Uruguay on automobiles and automotive parts
intended to liberalize trade and increase integration in this sector among the three countries. Mexico and
Argentina also have a separate bilateral trade agreement regarding automobiles and automotive parts.

Several U.S. industries have raised concerns about prohibitively high tariffs and other taxes in Argentina
on certain products, including distilled spirits, restaurant equipment, and motorcycles.

While the majority of tariffs are levied on an ad valorem basis, Argentina also charges compound rates
consisting of ad valorem duties plus specific levies known as “minimum specific import duties” (DIEMs)
on products in several sectors, including textiles and apparel, footwear, and toys. These compound import
duties do not apply to goods from MERCOSUR countries and cannot exceed an ad valorem equivalent of
35 percent. Although the DIEMs purportedly expired on December 31, 2010, and the government of
Argentina has not formally extended them, they are still being charged.

MERCOSUR’s CMC advanced toward the establishment of a Customs Union with its approval of a
Common Customs Code (CCC) and Decision 5610 (December 2010) to implement a plan to eliminate the
double application of the CET within MERCOSUR. The plan was to take effect in three stages with the
first phase to have been implemented no later than January 1, 2012. That deadline was not met, however.
In November 2012, Argentina became the first MERCOSUR member to ratify the CCC. The CCC must
be ratified by all MERCOSUR member countries before it enters into force.

Nontariff Barriers

Argentina imposes a growing number of customs and licensing procedures and requirements, which make
importing U.S. products more difficult. The measures include additional inspections, restrictions on entry
ports, expanded use of reference prices, import license requirements, and other requirements such as
importer invoices being notarized by the nearest Argentine diplomatic mission when imported goods are
below reference prices. Many U.S. companies with operations in Argentina have expressed concerns that
the measures have delayed exports of U.S. goods to Argentina and, in some cases, stopped exports of
certain U.S. goods to Argentina altogether.

Argentina’s increased use of nontariff barriers is a function of the government of Argentina’s increasing
reliance on a growth strategy that is based heavily on import substitution. More recently, Argentina’s
import restrictions also appear intended to address concerns about declining currency reserves.

Since April 2010, pursuant to Note 232, Argentina has required importers to obtain a “certificate of free
circulation” from the National Food Institute (Instituto Nacional de Alimentos) prior to importing food
products. This requirement affects all exporters of food products to Argentina and appears to serve as an
import licensing requirement. U.S. companies report that this requirement is used to delay or deny the
importation, and the issuance of such certificates is often contingent upon the importer undertaking a plan
to export goods of an equivalent value.

Argentina prohibits the import of many used capital goods. Domestic legislation requires compliance with
strict conditions on the entry of those used capital goods that may be imported, which are also subject to
import taxes. On January 9, 2013, Argentina published Decree 2646/2012, implementing changes to the
regulations regarding the import of used capital goods. The import of certain capital goods remains
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banned, and those allowed are taxed at a 28 percent rate in the case of existing local production, 14 percent
in the absence of existing local production, and 6 percent for used capital goods for the aircraft industry.
The changes on the conditions to import used capital goods are the following:

e Used capital goods can only be imported directly by the end user;

e Overseas reconditioning of the goods is allowed only if performed by the original
manufacturer. Third-party technical appraisals are discontinued:;

e Local reconditioning of the good is subject to technical appraisal only to be performed by INTI
(state-run Institute of Industrial Technology), except for aircraft related items;

e Regardless of where the reconditioning takes place, the Argentine Customs Authority requires at
the time of import the presentation of a “Certificate of Import of Used Capital Goods.” This
certificate is issued by the Secretariat of Foreign Trade and Ministry of Industry after the approval
by the Secretariat of Industry;

e The time period during which the imported used capital good cannot be transferred (sold or
donated) is extended from two years to four years.

The text of the Decree can be found at: http://infoleg.gov.ar/infoleglnternet/anexos/205000-
209999/207093/norma.htm.  Argentina created exceptions for some industries (e.g., graphics, printing,
machine tools, textiles, and mining), enabling importation of used capital goods at a zero percent import
tax. In September 2013, some types of aircraft were added to the list of exceptions. More details can be
found at http://www.infoleg.gob.ar/infolegInternet/anexos/215000-219999/219230/norma.htm.

The Argentina-Brazil Bilateral Automobile Pact bans the import of used self-propelled agricultural
machinery unless it is rebuilt. Argentina prohibits the importation and sale of used or retreaded tires (but
in some cases allows remolded tires); used or refurbished medical equipment, including imaging
equipment; and used automotive parts. Argentina generally restricts or prohibits the importation of any
remanufactured goods, such as remanufactured automotive parts, earthmoving equipment, medical
equipment, and information and communications technology products.

In December 2010, Argentina reintroduced an import prohibition on used clothing, which is due to expire
in 2015. In August 2012, the Argentine tax authority (Administracion Federal de Ingresos Publicos or
AFIP) issued Resolution 3373, which increased the tax burden for importers because the taxes are charged
after import duties are levied. The value-added tax (VAT) advance rate rose from 10 percent to 20 percent
on imports of consumer goods, and from 5 percent to 10 percent on imports of capital goods. The income
tax advance rate on imports of all goods increased from 3 percent to 6 percent, except when the goods are
intended for consumption or for use by the importer, in which case an 11 percent income tax rate applies.

In January 2014, the Argentine government introduced a sliding scale tax on cars. Vehicles valued
between 170,000 pesos (approximately $25,000) and 210,000 pesos (approximately $30,000) are subject to
a 30 percent tax. Vehicles valued at more than 210,000 pesos are subject to a 50 percent tax. The tax is
applied on top of the normal import duty.

Argentina maintains certain localization measures aimed at encouraging domestic production. For
example, in May 2012, the Argentine National Mining Agency (Agencia Nacional de Mineria or ANM)
issued Resolutions 12/2012 and 13/2012, requiring mining companies registered in Argentina to use
Argentine flagged vessels to transport minerals and their industrial derivatives for export from Argentina.
These resolutions also require that mining companies registered in Argentina purchase domestic capital
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goods, spare parts, inputs and services. Another example is Law 26,522 of 2010, which requires that radio
and television (via airwaves and cable) advertisements have a minimum of 60 percent local content.

Import Licenses

In early January 2012, Argentina announced a measure, effective on February 1, 2012, requiring
companies to file an online affidavit, known as the Advanced Sworn Statement on Imports (DJAI) and
wait for government review and approval before importing goods. All goods imported for consumption
are subject to the DJAI requirement. This requirement creates additional delays and is used to restrict
imports. Following the implementation of the DJAI measure, in September 2012, Argentina eliminated the
automatic import licensing requirements it previously administered on 2,100 tariff lines, mainly involving
consumer products. Argentina also repealed its use of product-specific non-automatic import licenses in
January 2013 via Resolution 11/2013. Prior to that, Argentina had used product-specific non-automatic
licenses to restrict imports and provide protection in sectors that the Argentine government deemed
sensitive.  Argentina also uses the DJAI requirement and other licensing requirements to extract
commitments from importers to export goods from Argentina, increase investments in Argentina, increase
the use of local content, refrain from repatriating profits, and/or limit the volume or value of imports.

In response to U.S. Government inquiries about its import licensing regime, Argentina has asserted that all
of these measures are nondiscriminatory and consistent with WTO obligations. On August 21, 2012, the
United States requested consultations with Argentina under the dispute settlement provisions of the WTO
Understanding on Rules and Procedures Governing the Settlement of Disputes concerning the DJAI
requirement, the product-specific import licenses (which have since been repealed), and the commitments
Argentina requires importers to comply with in order to receive import approvals. The United States,
along with Mexico and Japan, held consultations with Argentina in September 2012. After the
consultations failed to resolve the issue, the United States requested the establishment of a dispute
settlement panel in December 2012. The European Union and Japan joined the United States in its panel
request. In January 2013, the WTO’s Dispute Settlement Body (DSB) established a panel to examine this
dispute. On November 15, 2013, the Chair of the panel informed the DSB that it expects to issue its final
report to the parties by the end of May 2014.

Customs Valuation

Argentina continues to apply reference values to several thousand products. The stated purpose of
reference pricing is to prevent under-invoicing, and authorities establish benchmark unit prices for customs
valuation purposes for certain goods that originate in, or are imported from, specified countries. These
benchmarks establish a minimum price for market entry and dutiable value. Importers of affected goods
must pay duties calculated on the reference value, unless they can prove that the transaction was conducted
at arm’s length.

Argentina also requires importers of any goods from designated countries, including the United States, that
are invoiced below the reference prices to have the invoice validated by both the exporting country’s
customs agency and the appropriate Argentine embassy or consulate in that country. The government of
Argentina publishes an updated list of reference prices and applicable countries, which is available at:
http://www.afip.gov.ar/aduana/valoracion/valores.criterios.pdf. In April 2012, Argentina issued General
Resolution 3301, which established reference values for certain household articles and toiletry articles of
plastics (HS code 3924.90) from several countries, including the United States.
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Customs External Notes 87/2008 of October 2008 and 15/2009 of February 2009 established
administrative mechanisms that restrict the entry of products deemed sensitive, such as textiles, apparel,
footwear, toys, electronic products, and leather goods. While the restrictions are not country specific, they
are to be applied more stringently to goods from countries considered “high risk” for under-invoicing, and
to products considered at risk for under-invoicing as well as trademark fraud.

Ports of Entry

Argentina restricts entry points for several classes of goods, including sensitive goods classified in 20
Harmonized Tariff Schedule chapters (e.g., textiles; shoes; electrical machinery; iron, steel, metal and
other manufactured goods; and watches), through specialized customs procedures for these goods. A list
of products affected and the ports of entry applicable to those products is available at:
http://www.infoleg.gov.ar/infoleglnternet/anexos/130000-134999/131847/norma.htm. Depending on their
country of origin, many of these products are also subject to selective, rigorous “red channel” inspection
procedures, and importers are required to provide guarantees for the difference in duties and taxes if the
declared price of an import is lower than its reference price.

Since the first measure regarding the limitation of ports of entry was formally announced in 2005, several
provincial and national legislative authorities have requested the elimination or modification of the
specialized customs scheme. Through several resolutions issued by the Customs Authority in 2007, 2008,
2010, and 2011, Argentina has increased the number of authorized ports of entry for certain products.

Customs Procedures

Certificates of origin have become a key element in Argentine import procedures in order to enforce
antidumping measures, reference prices (referred to as “criterion values”), and certain geographical
restrictions. In August 2009, AFIP revised through External Note 4 the certificate of origin requirements
for a list of products subject to non-preferential tariff treatment for which a certificate of origin is required.
The products affected include certain organic chemicals, tires, bicycle parts, flat-rolled iron and steel,
certain iron and steel tubes, air conditioning equipment, wood fiberboard, most fabrics (e.g., wool, cotton,
other vegetable), carpets, most textiles (e.g., knitted, crocheted), apparel, footwear, metal screws and bolts,
furniture, toys and games, brooms, and brushes. To receive the most favored nation tariff rate, the
certificate of origin must be certified by an Argentine consulate or embassy. For products with many
internal components, such as machinery, each individual part is often required to be notarized in its
country of origin, which can be very burdensome. Importers have stated that the rules governing these
procedures are unclear and can be arbitrarily enforced.

Simplified customs clearance procedures on express delivery shipments are only available for shipments
valued at $1,000 or less. Couriers are now considered importers and exporters of goods, rather than
transporters, and also must declare the tax identification codes of the sender and addressee, both of which
render the process more time consuming and costly. These regulations increase the cost not only for the
courier, but also for users of courier services.

EXPORT POLICIES

Argentina imposes export taxes on all but a few exports, including significant export taxes on key
hydrocarbon and agricultural commodities. In many cases, the export tax for raw materials is set higher
than the sale price of the processed product to encourage development of domestic value-added
production. Crude hydrocarbon export taxes are indexed to world commaodity benchmarks.
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Despite proposals from within and outside the Argentine Congress to reduce or eliminate export taxes, the
taxes continue to be actively supported and managed by the government of Argentina. Export taxes are a
major source of fiscal revenue for the government; they advantage downstream processors of the products
subject to the export tax; and they serve as an incentive to increase value-added production in Argentina.
The following products are currently subject to an export tax: iron ore at 10 percent, soybeans at 35
percent, soybean oil and soybean meal at 32 percent, sunflower seed at 32 percent, sunflower seed meal
and sunflower seed oil at 30 percent, wheat at 23 percent, and corn at 20 percent.

On December 3, 2013, in Decree 2014/2013, Argentina increased export taxes for soybean pellets and
animal food which contains soybean hulls and waste from 5 percent to 32 percent. (MCN, Mercosur
Common Nomenclature positions 2302.50.00, 2308.00.00 and 2309.90.90.)

In August 2012, Argentina increased its export tax on biodiesel from 20 percent to 32 percent and
eliminated a 2.5 percent rebate. Biodiesel exports are now affected by a sliding scale tax that is reviewed
every 15 days. Since September 2013, the effective export tax has been 21 percent.

In August 2012, pursuant to Decree 1513/2012, Argentina extended the 2009 ban on exports of ferrous
scrap for 360 days. The ban expired in August 2013, but a 5 percent export tax remains in place.

The MERCOSUR CCC restricts future export taxes and anticipates a transition to a common export tax
policy. As noted above, in November 2012, Argentina became the first MERCOSUR member to ratify the
CCC, but the CCC must be ratified by all MERCOSUR member countries before it enters into force.

Export Registrations

In addition to levying high export taxes, Argentina requires major commodities to be registered for export
before they can be shipped out of the country. Until 2011, the National Organization of Control of
Agricultural Commercialization (ONCCA) administered the Registry of Export Operations for meat, grain
(including vegetable oils), and dairy products under the provisions of Resolution 3433/2008. After
ONCCA was dismantled in early 2011, part of the administration of the Registry of Export Operations was
transferred to the Ministry of Agriculture (related to dairy and meat exports) and to the Ministry of
Economy (related to grain exports), but reportedly there have been no major changes to procedures for
registering exports. All exports must still be registered, and the government retains the authority to reject
or delay exports depending on domestic price and supply conditions. One of the goals of the export
registration process has been to control the quantity of goods exported, and thereby guarantee domestic
supply. Export registrations of wheat, corn, beef, and dairy products continue to be subject to periodic
restrictions due to shortfalls in domestic supplies.

Argentina continues to impose time restrictions on the validity of grain and oilseed export permits
depending on when the export tax is paid. Under applicable regulations, export permits are valid for 45
days after registration is approved, if the export tax is paid at the time of export. Export permits may be
valid for up to 365 days for corn and wheat and 180 days for soybean and sunflowers products if the
exporter pays 90 percent of the export tax at the time the export license is approved.

GOVERNMENT PROCUREMENT

Law 25,551 of 2001 established a national preference for local industry for most government procurement
if the domestic supplier’s tender, depending on the size of the company, is no more than 5 percent to 7
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percent higher than the foreign tender. The preference applies to procurement by all government agencies,
public utilities, and concessionaires. There is similar legislation at the provincial level. These preferences
serve as barriers to participation by foreign firms.

Argentina is not a signatory to the WTO Agreement on Government Procurement, but it is an observer to
the WTO Committee on Government Procurement.

INTELLECTUAL PROPERTY RIGHTS PROTECTION

Argentina continued to be listed on the Priority Watch List in the 2013 Special 301 report. Argentina has
made some progress with respect to intellectual property rights (IPR) enforcement, including two
noteworthy actions that Argentina’s judicial authorities, both civil and criminal, took in 2012 against the
unauthorized distribution of pirated content over the Internet. However, significant concerns remain. IPR
enforcement needs to be strengthened in order to combat the widespread availability of pirated and
counterfeit goods. Although some industries report good cooperation with law enforcement authorities,
Argentina’s judicial system remains inefficient with respect to IPR enforcement, and there is reluctance to
impose deterrent-level criminal sentences. Piracy over the Internet is a concern, and overall levels of
copyright piracy, in both the online and hard goods environments, remain high. South America’s largest
black market for counterfeit and pirated goods, La Salada, located in Buenos Aires, has been named
repeatedly in USTR’s Notorious Markets List including most recently in February 2014.

In 2012, Argentina amended the criteria for granting pharmaceutical patents through Joint Resolutions
118/2012, 546/2012 and 107/2012, which establish patent examination guidelines for chemical and
pharmaceutical inventions. The application of these guidelines has led to the denial of pharmaceutical
patents for compositions, dosages, salts, esters and esthers, polymorphs, analogous processes, active
metabolites and pro-drugs, enantiomers, selection patents and Markush-type (i.e., multiple functionally
equivalent) claims, as well as certain manufacturing processes.

Argentina’s patent backlog also remains a key concern. It takes, on average, eight years to nine years for a
patent to be granted in the pharmaceutical, chemical, and biotechnology sectors. The lack of adequate
protection against unfair commercial use and unauthorized disclosure of undisclosed test and other data
also remains a concern. Argentina also does not have an effective system to address patent issues
expeditiously in connection with applications to market pharmaceutical products. The United States
encourages Argentina to provide for protection against unfair commercial use, as well as unauthorized
disclosure, of undisclosed test and other data generated to obtain marketing approval for pharmaceutical
and agricultural chemical products, and to provide an effective system to address patent issues
expeditiously in connection with applications to market pharmaceutical products.

SERVICES BARRIERS

Effective April 1, 2012, pursuant to Resolution 3307, Argentina requires individuals and companies to file
an online affidavit known as the Advance Sworn Statement on Services (or by its Spanish acronym
“DJAS”) and obtain approval prior to offering or purchasing offshore services if the value of the services
to be provided exceeds $100,000. U.S. companies note that the DJAS requirement creates delays and is
used to restrict the purchase of foreign services and to restrict dollar-denominated payments abroad. The
DJAS requirement applies to a wide range of services including professional and technical services,
royalties, as well as personal, cultural and recreational services. This requirement has reportedly resulted
in significant delays in purchasing services from U.S. services providers and has hindered the ability of
Argentine purchasers to promptly transfer payment to the United States.
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Audiovisual Services

The Argentine government imposes restrictions on the showing, printing, and dubbing of foreign films in
Argentina. As a result, the U.S. film industry must incur added costs associated with exporting movies to
Argentina. Argentina also charges ad valorem customs duties on U.S. film exports based on the estimated
value of the potential royalty generated from the film in Argentina rather than on the value of the physical
materials being imported.

Since August 30, 2011, under Resolution 2114/2011, the National Institute of Cinema and Audiovisual
Arts has been authorized to tax foreign films screened in local movie theaters. Distributors of foreign
films in Argentina must pay screening fees that are calculated based on the number and geographical
locations of theaters at which films will be screened within Argentina. Films that are screened in 15 or
fewer movie theaters are exempted.

Insurance Services

The Argentine insurance regulator (SSN) issued an order (Resolution 35,615/2011) effective on September
1, 2011, prohibiting cross-border reinsurance. As a result, Argentine insurers are able to purchase
reinsurance only from locally based reinsurers. Foreign companies without local operations are not
allowed to enter into reinsurance contracts except when the SSN determines there is no local reinsurance
capacity. In 2011, the Argentine insurance regulator issued Resolution 36.162 requiring that “all
investments and cash equivalents held by locally registered insurance companies be located in Argentina.”

These regulations do not formally require the exchange of dollars into pesos; companies can convert their
holdings to dollar-denominated assets based in Argentina and still be in compliance. Nevertheless, non-
Argentine insurance firms — whose liabilities are often denominated in U.S. dollars — have reported
pressure by the Argentine government to sell their dollars for pesos. U.S. insurance firms also have
reported that complying with the Argentine government’s requests would force them to take losses due to
what they believe is an official exchange rate that overvalues the peso. The Argentine government has
also blocked payments by subsidiaries of dividends and royalties to parent companies and shareholders
abroad.

INVESTMENT BARRIERS
Pension System

In November 2008, the Argentine Parliament approved a bill to nationalize Argentina’s private pension
system and transfer pension assets to the government social security agency. Compensation to investors in
the privatized pension system, including to U.S. investors, is still pending and under negotiation.

Foreign Exchange and Capital Controls

Hard currency earnings on exports, both from goods and services, must be converted to pesos in the local
foreign exchange market. In November 2011, pursuant to Decree 1722/2011, Argentina eliminated
exceptions to the local conversion requirement previously granted to hydrocarbon and mining exporters.
Revenues from exporting to Argentine foreign trade zones and from re-exporting some temporary imports
are still exempted from this requirement.
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Time limits on fulfilling the requirement to convert to pesos range from 60 days to 360 days for goods
(depending on the goods involved) and 15 days for services. For certain capital goods and situations
where Argentine exports receive longer-term financing, Argentine exporters receive more generous time
limits. A portion of foreign currency earned through exports may be used for foreign transactions. The
time periods for fulfilling the requirements to convert pesos are frequently changed. For example, in April
2012, Argentina issued Resolution 142/12, which reduces the time limits for companies to convert their
export earnings to pesos on the local foreign exchange market to within 15 calendar days. This
requirement virtually halted exports in some industries, such as mining, that were unable to comply with
the new rule. In response, the Argentine government partially eased the requirement and set differential
timeframes ranging from 15 days to 360 days depending on the exported product. Tariff lines and their
corresponding timeframes can be found at: http://www.infoleg.gov.ar/infoleginternet/anexos/ 195000-
199999/196638/texact.htm

In 2005, the government issued Presidential Decree 616, revising the registration requirements for capital
inflows and outflows. The Ministry of Economy implemented Decree 616 through resolutions in 2005 and
2006, which imposed more restrictive controls on the following classes of inbound investments: inflows
of foreign funds from private sector debt (excluding foreign trade and initial public offerings of stock and
bond issues); inflows for most fiduciary funds; inflows of nonresident funds that are destined for the
holding of Argentine pesos or the purchase of private sector financial instruments (excluding foreign direct
investment and the primary issuance of stocks and bonds); and investments in public sector securities
purchased in the secondary market. These inflows are subject to three restrictions: (1) they may not be
transferred out of the country for 365 days after their entry; (2) proceeds from foreign exchange
transactions involving these investments must be paid into an account in the local financial system; and (3)
a 30 percent unremunerated reserve requirement must be met, meaning that 30 percent of the amount of
such transactions must be deposited in a local financial entity for 365 days in an account that must be
denominated in dollars and pay no interest. Pursuant to subsequent amendments to the decree, a deposit is
not required for capital inflows to finance energy infrastructure, certain purchases of real estate by
foreigners, and certain tax payments and social security contributions.

In October 2011, Argentina increased controls on retail foreign exchange. Buyers are required to be
approved by AFIP which evaluates each request based on the individual’s or company’s revenue stream.
Local business representatives have reported receiving approvals for amounts much lower than requested.
This has hampered the ability of Argentine importers to buy U.S. exports. In July 2012, Argentina also
banned retail foreign exchange purchases for purposes of savings, and only allows such purchases, though
with significant restrictions, for purposes of payment for tourism services abroad. This limited access to
foreign exchange has contributed to the existence of a parallel exchange rate. In August and September
2012, AFIP issued Resolutions 3378 and 3379/2012 that set a 15 percent withholding tax on purchases by
non-residents (be it overseas or via the Internet) with debit and credit cards. On March 19, 2013, through
Resolution 3450/2013, the tax rate was increased up to 20 percent and extended to airfare tickets and
tourism packages. More details are available at:
http://www.infoleg.gob.ar/infoleginternet/verNorma .do;jsessionid=E78A28E1FDF40305464EA9158ED2
B88A?id =209507. On December 3, 2013, the tax was increased to 35 percent (Resolution 3350). This
new resolution provides that the purchase of foreign exchange, previously authorized by AFIP, is also
subject to this tax. The tax is theoretically refundable when the agent files an income tax return, although
in practice the amount received would be depreciated by inflation. This tax reduces U.S. services exports
as purchases on credit cards remain the only direct access to foreign exchange for Argentines traveling
abroad.
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U.S. companies have reported that since 2012 the Argentine government has limited their ability to make
payments in foreign currency outside of Argentina. The restrictions are often communicated informally by
the Argentine government and may extend to profit remittances, royalty payments, technical assistance
fees, and payments for expenses incurred outside of Argentina. Companies also report that the Argentine
government may eventually permit remittance of a portion of their Argentine-based revenue, but this
amount is often reported to be less than what the company had intended to remit.

ELECTRONIC COMMERCE

On January 20, 2014, Argentina modified its retail mail order import licensing system through AFIP
General Resolution 3579. Online purchases of foreign products valued up to $3,000 and delivered through
Argentina’s official postal service (EMS) are assessed a charge of 50 percent of the value of the
goods. Goods in excess of $3,000 may not be sent via EMS. In addition, individuals may import up to
$25 in goods duty free by mail once a year. Total mail order transactions via EMS are limited to two per
year per individual. The new resolution also requires goods delivered by official mail to be retrieved in
person at the post office or customs authority.

Argentina does not allow the use of electronically produced airway bills that would accelerate customs
processing and the growth of electronic commerce transactions.
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AUSTRALIA

TRADE SUMMARY

U.S. goods exports in 2013 were $26.0 billion, down 16.4 percent from 2012. Corresponding U.S. imports
from Australia were $9.3 billion, down 2.9 percent. The U.S. goods trade surplus with Australia was $16.8
billion in 2013, down $4.8 billion from 2012. Australia is currently the 15th largest export market for U.S.
goods.

U.S. exports of private commercial services (i.e., excluding military and government) to Australia were
$17.2 billion in 2012 (latest data available), and U.S. imports were $6.8 billion. Sales of services in
Australia by majority U.S.-owned affiliates were $51.2 billion in 2011 (latest data available), while sales of
services in the United States by majority Australia-owned firms were $12.8 billion.

The stock of U.S. foreign direct investment (FDI) in Australia was $132.8 billion in 2012 (latest data
available), down from $137.3 billion in 2011. U.S. FDI in Australia is led by the nonbank holding
companies, mining, finance and insurance, and manufacturing sectors.

TRADE AGREEMENTS

The United States-Australia Free Trade Agreement (AUSFTA) entered into force on January 1, 2005.
Since then the U.S. and Australian Governments have continued to closely monitor FTA implementation
and discuss a range of FTA issues. Under the AUSFTA, trade in goods and services and foreign direct
investment have continued to expand, and over 99 percent of U.S. exports of consumer and industrial
goods are now duty-free.

Australia is a participant in the Trans-Pacific Partnership (TPP) Agreement negotiations, through which
the United States and 11 other Asia-Pacific partners are seeking to establish a comprehensive, next-
generation regional agreement to liberalize trade and investment. Once concluded this agreement will
advance U.S. economic interests with some of the fastest-growing economies in the world; expand U.S.
exports, which are critical to the creation and retention of jobs in the United States; and serve as a potential
platform for economic integration across the Asia-Pacific region. The United States is proposing to
include in the TPP agreement ambitious commitments on goods, services, and other traditional trade and
investment matters and a range of new and emerging issues to address trade concerns our businesses and
workers face in the 21st century. In addition to the United States and Australia, the TPP negotiating
partners currently include Brunei, Canada, Chile, Japan, Malaysia, Mexico, New Zealand, Peru, Singapore
and Vietnam.

GOVERNMENT PROCUREMENT

Australia is not a signatory to the WTO Agreement on Government Procurement, but it is an observer.
Under the Australia-U.S. FTA, the Australian government opened its government procurement market to
U.S. suppliers, eliminating preferences for domestic suppliers, and it also committed to use fair and
transparent procurement procedures.
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INTELLECTUAL PROPERTY RIGHTS PROTECTION

Australia generally provides strong intellectual property rights protection and enforcement through
legislation that, among other things, criminalizes copyright piracy and trademark counterfeiting. Under the
Australia-U.S. FTA, Australia must provide that a pharmaceutical product patent owner be notified of a
request for marketing approval by a third party for a product claimed by that patent. U.S. and Australian
pharmaceutical companies have raised concerns about unnecessary delays in this notification process.

SERVICES BARRIERS
Audiovisual Services

Australia’s Broadcasting Services Amendment Act requires subscription television channels with
significant drama programming to spend 10 percent of their programming budgets on new Australian
drama programs. This local content requirement does not apply to new digital multi-channels.

The Australian Content Standard of 2005 requires commercial television broadcasters to produce and
screen Australian content, including 55 percent of transmission between 6:00 a.m. and midnight. In
addition, it requires minimum annual sub-quotas for Australian (adult) drama, documentary, and children’s
programs. A broadcaster must ensure that Australian-produced advertisements occupy at least 80 percent
of the total advertising time screened in a year between the hours of 6:00 am and midnight, other than the
time occupied by exempt advertisements, which include advertisements for imported cinema films, videos,
recordings and live appearances by overseas entertainers, and community service announcements.

The Australian commercial radio industry Code of Practice sets quotas for the broadcast of Australian
music on commercial radio. The code requires that up to 25 percent of all music broadcast between 6:00
a.m. and midnight must be performed by Australians. Since January 2008, all recipients of regional
commercial radio broadcasting licenses have been required to broadcast minimum levels of local content.
Further, in July 2010, the Australian Communications and Media Authority (ACMA) announced a
temporary exemption from the Australian music quota for digital-only commercial radio stations (stations
not also simulcast in analog). The ACMA will review the exemption in 2014.

Telecommunications

The Australian government-owned NBN Company is implementing a National Broadband Network that is
intended to be a neutral provider of wholesale high-speed broadband services nationwide. The NBN
structure should provide non-discriminatory access to network services, including for U.S. companies,
since NBN will not compete in retail markets, and thus will have no incentive (as incumbent Telstra
formerly did) to discriminate in favor of an affiliated retailer. In 2011, Telstra agreed to progressively
migrate the company’s voice and broadband traffic from its copper and cable networks to the NBN.

INVESTMENT BARRIERS

Foreign direct investment into Australia is regulated by the Foreign Acquisitions and Takeovers Act 1975
and Australia’s Foreign Investment Policy. The Foreign Investment Review Board (FIRB), a division of
Australia’s Treasury, screens potential foreign investments in Australia above a threshold value of A$244
million ($253 million). Based on advice from the FIRB, the Treasurer may deny or place conditions on the
approval of particular investments above that threshold on national interest grounds.
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Under the U.S.-Australia FTA, all U.S. “green field” investments are exempt from FIRB screening. The
U.S.-Australia FTA also raised the threshold for screening of most U.S. investments in Australia, which
now stands at A$1,078 million ($970 million), indexed annually. All foreign persons, including U.S.
investors, must notify the Australian government and get prior approval to make investments of 5 percent
or more in the media sector, regardless of the value of the investment.

While the FIRB generally approves U.S. investment, in November 2013 the Treasurer intervened to block
U.S. agribusiness Archer Daniels Midland’s proposed A$3.4 billion purchase of Australian company
GrainCorp on national interest grounds.

ELECTRONIC COMMERCE

In July 2012, the Personally Controlled Electronic Health Records Act, which prohibits the overseas
storage of any Australian electronic health records, went into effect. The U.S. Government and business
community continue to advocate for a risk-based approach to ensuring the security of sensitive data as
opposed to a geographic one.

OTHER BARRIERS
Blood Plasma Products and Fractionation

In 2010, the National Blood Authority negotiated an eight-year contract with the Australian company CSL
Limited for the ongoing fractionation of Australian plasma and manufacture of key blood products,
demonstrating its continued preference for handling fractionation of Australian plasma locally and without
public tender. The United States remains concerned about the lack of an open and competitive tendering
system for blood fractionation in Australia.
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BAHRAIN

TRADE SUMMARY

U.S. exports in 2013 were $1.0 billion, down 15.9 percent from the previous year. Corresponding U.S.
imports from Bahrain were $635 million, down 9.4 percent. The U.S. goods trade surplus with Bahrain
was $383 million in 2013, down $127 million from 2012. Bahrain is currently the 78th largest export
market for U.S. goods.

The United States-Bahrain Free Trade Agreement

Upon entry into force of the United States-Bahrain Free Trade Agreement (FTA) in August 2006, 100
percent of bilateral trade in consumer and industrial products and most agricultural products became duty-
free immediately. Bahrain will phase out tariffs on the few remaining agricultural product lines by 2015.
Textiles and apparel are duty free, providing opportunities for U.S. and Bahraini fiber, yarn, fabric, and
apparel manufacturing. Generally, to benefit from preferential tariffs under the FTA, textiles and apparel
must be made from either U.S. or Bahraini yarn and fabric. The FTA provides a 10-year transitional
period for textiles and apparel that do not meet these requirements in order to assist U.S. and Bahraini
producers in developing and expanding business contacts.

GOVERNMENT PROCUREMENT

In 2002, Bahrain implemented a new government procurement law to ensure transparency and reduce
bureaucracy in government tenders and purchases. The law specifies procurements on which international
suppliers are allowed to bid. The Tender Board is chaired by the Minister of Housing who oversees all
tenders and purchases with a value of BD 10,000 ($26,525) or more. The Tender Board plays an important
role in ensuring a transparent bidding process which Bahrain recognizes is vital to attracting foreign
investment. The FTA requires procuring entities in Bahrain to conduct procurements covered by the FTA
in a fair, transparent, and nondiscriminatory manner.

The Tender Board awarded tenders worth $3 billion in 2013, an increase of 53.8 percent over 2012.
Bahrain has begun tendering and awarding several major public infrastructure projects including new
roads, bridges, public housing, utility upgrades, port upgrades, and the expansion of Bahrain International
Airport. In 2011, other Member States of the Gulf Cooperation Council (GCC) announced that they would
establish a $10 billion fund over a 10-year period to promote development in Bahrain. This fund is geared
toward infrastructure projects in Bahrain, with donor countries overseeing use of the fund. In 2013, one
U.S. company faced prolonged (and to-date unresolved) issues with the tendering process related to a
GCC-funded project.

Bahrain is an observer to the WTO Committee on Government Procurement, but it is not a signatory to the
WTO Agreement on Government Procurement.

INTELLECTUAL PROPERTY RIGHTS PROTECTION

The FTA requires Bahrain to provide strong intellectual property rights (IPR) protection. As part of its
FTA obligations, Bahrain passed several key laws to improve protection and enforcement for copyrights,
trademarks, and patents. Bahrain’s record on IPR protection and enforcement continues to be mixed.
Over the past several years, Bahrain has launched several campaigns to combat piracy of cable and satellite
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television by blocking illegal signals and prohibiting the sale of decoding devices, and has launched
several public awareness campaigns regarding IPR piracy. However, the government’s efforts to inspect
and seize counterfeit goods from stores have been unsuccessful, and counterfeit consumer goods continue
to be sold openly.

As the six Member States of the GCC explore further harmonization of their IPR regimes, the United
States will continue to engage with GCC institutions and the Member States and provide technical
cooperation on IPR policy and practice.
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BRAZIL

TRADE SUMMARY

U.S. goods exports in 2013 were $44.1 billion, up 0.7 percent from the previous year. Corresponding U.S.
imports from Brazil were $27.6 billion, down 14.2 percent. The U.S. goods trade surplus with Brazil was
$16.6 billion in 2013, an increase of $4.9 billion from 2012. Brazil is currently the 7th largest export
market for U.S. goods.

U.S. exports of private commercial services (i.e., excluding military and government) to Brazil were $23.9
billion in 2012 (latest data available), and U.S. imports were $6.9 billion. Sales of services in Brazil by
majority U.S.-owned affiliates were $38.0 billion in 2011 (latest data available), while sales of services in
the United States by majority Brazil-owned firms were $1.5 billion.

The stock of U.S. foreign direct investment (FDI) in Brazil was $79.4 billion in 2012 (latest data
available), up from $73.8 billion in 2011. U.S. FDI in Brazil is led by the manufacturing and finance/
insurance sectors.

IMPORT POLICIES
Tariffs

Brazil is a member of the Southern Common Market (MERCOSUR) customs union, formed in 1991 and
comprised of Argentina, Brazil, Paraguay, Uruguay, and Venezuela, which was admitted as a full member
in July 2012. MERCOSUR maintains a Common External Tariff (CET) schedule with a limited number of
country-specific exceptions, with most favored nation (MFN) applied rates ranging from zero percent to 35
percent ad valorem. Brazil’s import tariffs follow the MERCOSUR CET, with few exceptions. Brazil’s
MFN applied tariff rate averaged 13.5 percent in 2012. Brazil’s average bound tariff rate in the WTO is
significantly higher at 31.4 percent. Brazil’s maximum bound tariff rate for industrial products is 35
percent, while its maximum bound tariff rate for agricultural products is 55 percent. Given the large
disparities between bound and applied rates, U.S. exporters face significant uncertainty in the Brazilian
market because the government frequently increases and decreases tariffs to protect domestic industries
from import competition and to manage prices and supply. The lack of predictability with regard to tariff
rates makes it difficult for U.S. exporters to predict the costs of doing business in Brazil.

Brazil imposes relatively high tariffs on imports across a wide spread of sectors, including automobiles,
automotive parts, information technology and electronics, chemicals, plastics, industrial machinery, steel,
and textiles and apparel. Under MERCOSUR, Brazil is permitted to maintain 100 exceptions to the CET
until December 31, 2015. Using these exceptions, Brazil maintains higher tariffs than its MERCOSUR
partners on certain goods, including cellular phones, telecommunications equipment, computers and
computer printers, wind turbines, certain chemicals and pharmaceuticals, sardines, and mushrooms. At the
MERCOSUR Common Market Council (CMC) ministerial meeting in December 2011, MERCOSUR
members agreed to allow member countries to increase import duty rates temporarily to a maximum rate of
35 percent on an additional 100 items per member country. In October 2012, Brazil issued its list of 100
products subject to this tariff increase, which expired in November 2013. The Brazilian government
announced that it does not intend to extend these tariffs or implement new tariff hikes under the June 2012
MERCOSUR CMC agreement, which also permits member countries to increase tariffs above the CET on
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an additional 100 line item products. Exports of U.S. products in the categories affected by tariff increases
totaled approximately $3.9 billion in 2013.

In August 2010, MERCOSUR’s CMC advanced toward the establishment of a Customs Union with its
approval of a Common Customs Code (CCC) and Decision 5610 (December 2010) to implement a plan to
eliminate the double application of the CET within MERCOSUR. The plan was to take effect in three
stages with the first phase to have been implemented no later than January 1, 2012, but the deadline was
not met. In November 2012, Argentina became the first MERCOSUR member to ratify the CCC. The
CCC still must be ratified by the other four MERCOSUR member countries.

As part of its Uruguay Round commitments, Brazil agreed to establish a 750,000 metric ton (MT) duty-
free tariff-rate quota (TRQ) for wheat. Brazil has never opened the TRQ, and therefore no wheat has been
shipped under the TRQ. In an April 1996 notification to the WTO, Brazil indicated its intent to withdraw
the wheat TRQ in accordance with the process established in Article XXVIII of the GATT 1994. Brazil
considers the Article XXVIII process to be ongoing. The Brazilian government considers the current MFN
applied tariff rate for wheat of 10 percent, along with ad hoc duty-free MFN quotas established to bridge
supply gaps, to confer benefits that are commensurate with, or in excess of, the 750,000 MT TRQ.
However, because Brazil could increase the 10 percent applied tariff at any time and the ad hoc quotas are
unpredictable by nature, these arrangements do not offer U.S. wheat exporters the same certainty that a
750,000 MT TRQ would provide. The United States will continue to engage Brazil on this issue.

Nontariff Barriers

Brazil applies to imports federal and state taxes and charges that can effectively double the actual cost of
imported products in Brazil. The complexities of the domestic tax system, including multiple cascading
taxes and tax disputes among the various states, pose numerous challenges for U.S. companies operating in
and exporting to Brazil. For example, effective January 1, 2013, Brazil instituted a “temporary” regime for
a reduction in the Industrial Product Tax (IPI) that provides locally produced vehicles preferential tax
rates, provided that manufacturers comply with a series of local content and other requirements. This
program will remain in effect until 2017. As part of the program, the baseline IPI on all vehicles will be
revised upward by 30 percentage points, which is equivalent to the level applied to imported vehicles
under the prior program introduced in December 2011. However, it allows those meeting certain levels of
local content, fuel efficiency and emissions standards, and required levels of local engineering, research
and development, or labeling standards to receive tax breaks that may offset the full amount of the IPI.
Imported automobiles face a potential 30 percentage point price disadvantage vis-a-vis equivalent vehicles
manufactured in Brazil even before import duties are levied.

Brazil prohibits imports of all used consumer goods, including automobiles, clothing, tires, medical
equipment, and information and communications technology (ICT) products as well as some blood
products. Brazil also restricts the entry of certain types of remanufactured goods (e.g., earthmoving
equipment, automotive parts, and medical equipment). In general, Brazil only allows the importation of
such goods if an importer can provide evidence that the goods are not or cannot be produced domestically.
A 25 percent merchant marine tax on ocean freight plus port handling charges at Brazilian ports puts U.S.
products at a competitive disadvantage vis-a-vis MERCOSUR products.
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Import Licenses/Customs Valuation

All importers in Brazil must register with the Secretariat of Foreign Trade (SECEX) to access the Brazilian
Secretary of Foreign Trade’s computerized documentation system (SISCOMEX). SISCOMEX
registration requirements are onerous, including a minimum capital requirement.

Brazil has both automatic and non-automatic import license requirements. Brazil’s non-automatic import
licensing system covers imports of products that require authorization from specific ministries or agencies,
such as beverages (Ministry of Agriculture), pharmaceuticals (Ministry of Health), and arms and munitions
(Ministry of National Defense). Although a list of products subject to non-automatic import licensing
procedures is available on the SISCOMEX system, specific information related to non-automatic import
license requirements and explanations for rejections of non-automatic import license applications are
lacking. The lack of transparency surrounding these procedures creates additional burdens for U.S.
exporters.

U.S. footwear and apparel companies have expressed concern about the extension of non-automatic import
licenses and certificate of origin requirements on non-MERCOSUR footwear to include textiles and
apparel. They also note the imposition of additional monitoring, enhanced inspection, and delayed release
of certain goods, all of which negatively impact the ability to sell U.S.-made and U.S.-branded apparel,
footwear, and textiles in the Brazilian market.

In May 2011, the Brazilian government imposed non-automatic import licensing requirements on imported
automobiles and automotive parts, including those originating in MERCOSUR countries. Delays in
issuing the non-automatic import licenses negatively affect U.S. automobile and automotive parts
manufacturers that export vehicles to Brazil, particularly those that manufacture such products in
Argentina for export to Brazil.

U.S. companies continue to complain of burdensome documentation requirements for the import of certain
types of goods that apply even if imports are on a temporary basis. In addition, the Ministry of Health’s
regulatory agency, ANVISA, must approve product registrations for imported pharmaceuticals, medical
devices, health and fitness equipment, cosmetics, and processed food products. Currently, the registration
process at ANVISA takes from three to six months for new versions of existing products and can take
more than six months for new products.

SUBSIDIES

The Plano Brasil Maior (Greater Brazil Plan) industrial policy offers a variety of tax, tariff, and financing
incentives to encourage local producers and production for export by firms in Brazil. The Reintegra
program, launched in December 2011 as part of Plano Brasil Maior, exempted from certain taxes exports
of goods covering 8,630 tariff lines. The Reintegra program expired at the end of 2013 despite industry
pressure to maintain the program. Plano Brasil Maior also calls for the creation of funds designed to aid
small and medium-sized exporters and to cover non-payment by customers in countries where the risk of
non-payment is high.

Brazil’s National Bank for Economic and Social Development (BNDES) provides long-term financing to
Brazilian industries through several programs, such as the R$44 billion (approximately $22 billion)
Investment Maintenance Program. At 3 percent to 5.5 percent, the interest rates charged on financing
under this program are substantially lower than the prevailing market interest rates for commercial
financing. One BNDES program, FINAME, provides preferential financing for the sale and export of
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Brazilian machinery and equipment and provides financing for the purchase of imports of such goods
provided that such goods are not produced domestically. These programs can be used for financing
capacity expansions and equipment purchases in industries such as steel and agriculture. BNDES also
provides preferential financing for wind farm development, contingent upon progressively more stringent
local content requirement through 2016. Currently, Brazilian wind turbine suppliers are eligible to receive
preferential BNDES financing, provided the wind towers are built with at least 70 percent Brazilian steel.

Brazil’s Special Regime for the Information Technology Exportation Platform (REPES) suspends Social
Integration Program (PIS) and Contribution to Social Security Financing (COFINS) taxes on goods
imported and information technology services provided by companies that commit to export software and
information technology services to the extent that those exports account for more than 50 percent of their
annual gross income. The Special Regime for the Acquisition of Capital Goods by Exporting Enterprises
(RECAP) suspends these same taxes on new machines, instruments, and equipment imported by
companies that commit for a period of at least two years to export goods and services such that they
account for at least 50 percent of their overall gross income for the previous calendar year.

Brazil provides tax reductions and exemptions on many domestically-produced ICT and digital goods that
qualify for status under the Basic Production Process (Processo Productivo Basico, or PPB). The PPB
provides benefits on the production and development of goods that incorporate a certain minimum amount
of local content. Tax exemptions are also provided for the development and build-out of
telecommunications broadband networks that utilize locally-developed products and investments under the
Special Taxation Regime for the National Broadband Installation Program for Telecommunication
Networks (Regime Especial de Tributagcdo do Programa de Banda Larga para Implantacdo de Redes de
Telecomunicacdes, or REPNBL-Redes).

In April 2013, Brazil passed the Special Regime for the Development of the Fertilizer Industry (REIF).
Under this program, fertilizer producers receive tax benefits, including an exemption for the industrial
products tax (IPI) on imported inputs, provided they comply with minimum local content requirements and
can demonstrate investment in local research and development projects.

Brazil also provides a broad range of assistance to its agricultural sector in the form of low interest
financing, price support programs, tax exemptions, and tax credits. An example of such assistance is the
Equalization Premium Payment to the Producer (Prémio de Equalizagdo Pago ao Produto or PEPRO),
which offers a payment through an auctioning system to producers or cooperatives of certain agricultural
commodities including grapes, corn, and cotton based on the difference between the minimum price set by
the government and the prevailing market price. Each PEPRO auction notice specifies the commodity to
be tendered and the approved destinations for that product, including export destinations. Another
example is financing provided by BNDES. Of the R$146.8 billion (approximately $73.4 billion) BNDES
allocations to the various sectors of the Brazilian economy from January until October 2013, R$14.8
billion (approximately $7.4 billion) was set aside for the agriculture and livestock sectors, 73 percent more
than the same period of time in 2012. In 2012, BNDES announced the Prorenova credit line of R$4 billion
(approximately $2 billion) available for the calendar year to finance the renewal and/or expansion of
approximately 2.5 million acres (1 million hectares) of sugarcane fields. In January 2013, the program was
extended through December 31, 2013 with the same capital grant as in 2012. However, in the first year of
operation, the program released R$1.4 billion, one-third of the total planned.
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GOVERNMENT PROCUREMENT

U.S. companies without a substantial in-country presence regularly face significant obstacles to winning
government contracts and are often more successful in subcontracting with larger Brazilian firms.
Regulations allow a Brazilian state enterprise to subcontract services to a foreign firm only if domestic
expertise is unavailable. Additionally, U.S. and other foreign firms may only bid to provide technical
services where there are no qualified Brazilian firms.

In 2010, Brazil passed a law giving procurement preference to firms that produce in Braziland that fulfill
certain economic stimulus requirements such as generating employment or contributing to technological
development, even if their bids are up to 25 percent more expensive than bids submitted by foreign firms
not producing in Brazil. The law allows for “strategic” information and communications technology (ICT)
goods and services procurements to be restricted to those with indigenously developed technology. In
August 2011, this system of preference margins was folded into Plano Brasil Maior. Government
procurement is just one of many measures under Plano Brasil Maior intended to promote and protect
domestic producers, particularly the labor-intensive sectors facing import competition. In November 2011,
the Ministry of Development, Industry, and Commerce implemented an 8 percent preference margin for
domestic producers in the textile, clothing, and footwear industries when bidding on government contracts.
In April 2012, Brazil implemented 5 percent to 25 percent preference margins for domestically produced
backhoes, motor graders, and a variety of pharmaceuticals.

Brazil’s regulations regarding the procurement of ICT goods and services require federal agencies and
parastatal entities to give preferences to locally produced computer products based on a complicated
price/technology matrix. In addition, Brazil has made several attempts over the past decade to enact
preferences at the federal, state, and local government levels for the procurement of open-source software
over commercial products. Most recently, in December 2011, two Brazilian legislative committees
approved draft Law PL 2269/1999, which would require all Brazilian federal government agencies and
state-owned entities to favor open-source software in their procurement policies. This legislation is subject
to further action in the Brazilian Congress. If enacted, this law would put U.S. software providers at a
severe disadvantage vis-a-vis Brazilian companies. In addition, in August 2012, the Ministry of Science,
Technology and Innovation released a “Bigger IT Plan” intended to bolster the growth and development of
the domestic information technology industry. The program focuses heavily on software and related
services and establishes a new process for the government to evaluate and certify that software products
are locally developed in order to qualify for price preferences that may be as high as 25 percent.

State-controlled oil company Petrobras’ local content requirements are currently established and regulated
by Brazil’s National Petroleum Agency (ANP), which is gradually introducing higher local content
requirements with each bidding round. In addition, local content requirements vary by block (the
geographic area that is awarded by the Brazilian government to oil companies for oil exploration), and
within that block the local content requirements differ for equipment, workforce, and services. In the past,
local content requirements were as low as 5 percent; however, Brazilian officials have indicated that local
content requirements for Petrobras and other oil companies could reach 80 percent to 95 percent by 2020
in certain product categories. Technology-intensive equipment and services will likely be subject to higher
local content requirements than low-technology equipment and services. The Oil and Gas Regulatory
Framework introduced in December 2010 requires Petrobras to be the majority operator of new projects,
and as a result, Petrobras is responsible for ensuring that its workforce and its entire supply chain adhere to
these increasingly high local content requirements. ANP fined Petrobras and other oil exploration and
production companies over the last few years for noncompliance with local content requirements; for
example in September 2011, Petrobras was fined R$29 million (approximately $16.85 million) for
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noncompliance. In August 2012, ANP announced that it was reviewing 17 local content waiver requests
from five unnamed operators, requiring that a company prove in its waiver request that it is unable to
acquire the appropriate goods and services locally or that local prices are not in line with international
standards.

The United States continues to urge Brazil to become a signatory to the WTO Agreement on Government
Procurement in order to ensure that companies in both countries have access to each other’s procurement
markets.

INTELLECTUAL PROPERTY RIGHTS PROTECTION

Brazil remained on the Special 301 Watch List in 2013. Brazil continues to make progress by conducting
notable enforcement efforts across the country under the coordination of the National Council to Combat
Piracy. However, Brazil continues to experience piracy and counterfeiting, especially pirated books, and
the challenge of piracy over the Internet continues to grow. More sustained action and the imposition of
deterrent-level penalties could enhance Brazil’s border and general enforcement effectiveness. In the area
of patents, Brazil has taken steps to address a backlog of pending patent applications but delays still exist.
In addition, regulations that provide Brazil’s health regulatory agency, ANVISA, with the authority to
review pharmaceutical patent applications for meeting patentability requirements appear to contravene an
earlier opinion by the Federal Attorney General that clarified that ANVISA does not have this authority.
These new regulations create transparency and predictability challenges, as well as additional delays in the
patent application review process.

SERVICES BARRIERS
Audiovisual Services and Broadcasting

Brazil imposes a fixed tax on each foreign film released in theaters, on foreign home entertainment
products, and on foreign programming for broadcast television.

Remittances to foreign producers of audiovisual works are subject to a 25 percent income withholding tax.
Brazilian distributors of foreign films are subject to a levy equal to 11 percent of their withholding taxes.
This tax, called the CONDECINE (Contribution to the Development of a National Film Industry), is
waived for the Brazilian distributor, if the producer of the foreign audiovisual work agrees to invest an
amount equal to 70 percent of the income withholding tax on their remittances in co-productions with
Brazilian film companies. The CONDECINE tax is also levied on any foreign video and audio
advertising.

Brazil also requires that 100 percent of all films and television shows be printed locally. Importation of
color prints for the theatrical and television markets is prohibited. Domestic film quotas also exist for
theatrical screening and home video distribution.

In September 2011, Brazil enacted law 12.485 covering the subscription television market, including
satellite and cable television. The law permits telecommunications companies to offer television packages
with their services and also removes the previous 49 percent limit on foreign ownership of cable television
companies. However, new content quotas also went into effect in September 2011, which require every
channel to air at least three and a half hours per week of Brazilian programming during prime time.
Additionally, one third of all channels included in any television package must be Brazilian. The content
guotas were phased in over a three-year period, achieving full implementation in September 2013. As
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before, foreign cable and satellite television programmers are subject to an 11 percent remittance tax,
which does not need to be paid if the programmer invests 3 percent of its remittances in co-production of
Brazilian audiovisual services. In addition, the law delegates significant programming and advertising
regulatory authority to the national film industry development agency, ANCINE.

Cable and satellite operators are subject to a fixed levy on foreign content and foreign advertising released
on their channels. Law 10610 of 2002 limits foreign ownership in media outlets to 30 percent, including
the print and “open broadcast” (non-cable) television sectors. Eighty percent of the programming aired on
“open broadcast” television channels must be Brazilian.

Express Delivery Services

U.S. express delivery service companies face significant challenges in the Brazilian market due to
numerous barriers, such as high import taxes, an automated express delivery clearance system that is only
partially functional, and levels for de minimis exception from tariffs that are too low to facilitate efficient
import of goods.

The Brazilian government charges a flat 60 percent duty for all goods imported through the Simplified
Customs Clearance process used for express delivery shipments. U.S. industry contends that this flat rate
is higher than duties normally levied on goods arriving via regular mail, putting express delivery
companies at a competitive disadvantage. Moreover, Brazilian Customs has established maximum value
limits of $5,000 for exports and $3,000 for imports sent using express services. These limits severely
restrict the Brazilian express delivery market’s growth potential and impede U.S. exporters doing business
in Brazil.

Financial Services

In order to enter Brazil’s insurance and reinsurance market, foreign firms must establish a subsidiary, enter
into a joint venture, or acquire or partner with a local company. The Brazilian reinsurance market was
opened to competition in 2007. However, in December 2010 and March 2011, the Brazilian National
Council on Private Insurance (CNSP) reversed its previous market liberalization actions through the
issuance of Resolutions 225 and 232, which disproportionately affect foreign insurers operating in the
Brazilian market. Resolution 225 requires that 40 percent of all reinsurance risk be placed with Brazilian
companies. In addition, Resolution 232 allows insurance companies to place only 20 percent of risk with
affiliated reinsurance companies. In December 2011, CNSP passed Resolution 241, which loosens some
of the requirements of Resolution 225 such that foreign firms are no longer subject to the 40 percent
requirement of Resolution 225, if they can show that there is an insufficient supply on the local reinsurance
market.

On August 31, 2012, President Rousseff signed a Provisional Measure decree (MP 564) which allows for
the creation of a state-owned enterprise for reinsurance, the so-called “Segurobras.” The purpose of the
company would be to provide government-backed reinsurance for large infrastructure projects, such as for
World Cup and Olympics construction, which do not have full coverage in the private market.
Segurobras’ broad mandate could also allow it to acquire and compete with private companies in the
housing and vehicle insurance markets.
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Telecommunications

As a condition of the June 2012 auction for the 2.5 GHz radio spectrum, the Brazilian National
Telecommunications Agency (ANATEL) required wireless carriers to meet specific milestones over time
to ensure local content for the infrastructure, including software, was installed to supply the licensed
service and to ensure 60 percent local content in 2012, 65 percent in 2015, and 70 percent after 2017.
ANATEL also required wireless carriers to use a minimum percentage of technology developed in Brazil,
starting with 10 percent in 2012, 15 percent in 2015, and 20 percent after 2017. These requirements also
apply to infrastructure in the 450 MHz spectrum. ANATEL has not yet announced the bid requirements
for the 700 MHz spectrum related to its planned 2014 auction, but press reports and public statements by
the Communications Minister suggest that the local content requirements may be similar.

Pursuant to Resolution 323 of November 2002, ANATEL requires local testing of telecommunications
products and equipment by designated testing facilities in Brazil, rather than allowing testing by a facility
certified by an independent certification body. The only exception is in cases where the equipment is too
large or too costly to transport. As a result of these requirements, U.S. manufacturers and exporters must
present virtually all of their information technology and telecommunications equipment for testing at
laboratories located in Brazil before that equipment can be placed on the Brazilian market, which causes
redundant testing, higher costs and delayed time to market.

In April 2013, Brazil’s Ministry of Communications issued Portaria No. 87, which provides an exemption
from consumption taxes for smartphones meeting certain requirements, including that they contain a pre-
loaded package of locally-developed applications. This tax exemption is expected to lead to a price
reduction of up to 30 percent on smartphones containing these applications.

INVESTMENT BARRIERS
Foreign Ownership of Agricultural Land

On December 9, 2011, the National Land Reform and Settlement Institute (INCRA) published a set of new
rules covering the purchase of Brazilian agricultural land by foreigners. These rules follow an August
2010 opinion issued by the Attorney General limiting foreign ownership of agricultural land. Under the
new rules, the area bought or leased by foreigners cannot account for more than 25 percent of the overall
area in its respective municipal district. Additionally, no more than 10 percent of the land in any given
municipal district may be owned or leased by foreign nationals from the same country. The rules also
make it necessary to obtain congressional approval before large plots of land can be purchased by
foreigners, foreign companies, or Brazilian companies with a majority of shareholders from foreign
countries. On September 3, 2013, INCRA published a normative instruction to clarify the regulations laid
out in new rules. The normative instruction does not change the new set of rules, but spells out the
regulation and implementation of the rules, as well as providing guidance for foreign investors. This
continues to be a barrier to U.S. investment in Brazilian agricultural land.
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BRUNEI DARUSSALAM

TRADE SUMMARY

U.S. goods exports in 2013 were $559 million, up 254.4 percent from the previous year. Corresponding
U.S. imports from Brunei were $17 million, down 80.1 percent. The U.S. goods trade surplus with Brunei
was $541 million in 2013, an increase of $470 million from 2012. Brunei is currently the 100th largest
export market for U.S. goods.

The stock of U.S. foreign direct investment (FDI) in Brunei was $116 million in 2012 (latest data
available), up from $99 million in 2011.

Trade Agreements

Brunei is a participant in the Trans-Pacific Partnership (TPP) negotiations, through which the United States
and 11 other Asia-Pacific partners are seeking to establish a comprehensive, next-generation regional
agreement to liberalize trade and investment. This agreement will advance U.S. economic interests with
some of the fastest-growing economies in the world, act as an important tool to expand U.S. trade and
investment which are critical to the creation and retention of jobs in the United States, and serve as a
potential platform for economic integration across the Asia-Pacific region. The TPP agreement will
include ambitious commitments on goods, services, and other traditional trade and investment issues. It
will also address a range of emerging issues not covered by past agreements, including trade and
investment in innovative products, and commitments to help companies operate more effectively in
regional markets. In addition to the United States and Brunei, the TPP negotiating partners currently
include Australia, Canada, Chile, Japan, Malaysia, Mexico, New Zealand, Peru, Singapore, and Vietnam.

IMPORT POLICIES
Tariffs

Brunei has bound 95.3 percent of its tariff lines in the WTO. Brunei’s average bound MFN tariff rate is
25.4 percent and applied rates averaged 2.5 percent in 2013. With the exception of a few products,
including coffee, tea, tobacco, and alcohol, tariffs on agricultural products are zero. Alcoholic beverages,
tobacco, coffee, tea, petroleum oils, and lubricants are among the products included in the 55 tariff lines
subject to specific rates of duty and greater overall protection. Brunei reduced the tariff rate for machinery
and electrical equipment from 20 percent to 5 percent in 2013 but continues to apply high duties of up to
20 percent on automotive parts.

Brunei offers preferential tariff rates to many Asia-Pacific countries under various trade agreements. As a
member of ASEAN, Brunei is reducing intraregional tariffs as agreed under the ASEAN Free Trade
Agreement. Brunei also accords preferential access to its market to Australia, New Zealand, China, India,
South Korea, and Japan (as part of free trade agreements concluded by ASEAN); to Chile, Singapore, and
New Zealand (as part of the Trans-Pacific Strategic Economic Partnership); and to Japan (under a bilateral
Economic Partnership Agreement).
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GOVERNMENT PROCUREMENT

All government procurement is conducted by Ministries, Departments, and the State Tender Board of the
Ministry of Finance. Most invitations for tenders or quotations below B$250,000 (approximately
$200,000) are published in a bi-weekly government newspaper but often are selectively tendered only to
locally registered companies. The relevant ministry may approve purchases up to a B$250,000 threshold,
but tender awards above B$250,000 must be approved by the Sultan in his capacity as Minister of Finance
based on the recommendation of the State Tender Board. A project performance bond is required at the
tender approval stage to guarantee the delivery of a project in accordance with the project specifications.
The bond is returned to the companies involved after the project is successfully completed.

Brunei is not a signatory to the WTO Agreement on Government Procurement.

INTELLECTUAL PROPERTY RIGHTS PROTECTION

Brunei was removed from the Special 301 Watch List in 2013 in light of its increased focus on IPR
protection and enforcement in recent years. For example, in collaboration with the Attorney General’s
Office, the Brunei Economic Development Board established the Brunei Intellectual Property Office
(BrulPO) on June 1, 2013 to restructure the Intellectual Property (IP) administration in Brunei Darussalam.
Brunei has also made notable progress in 2013 by conducting nationwide raids against vendors of pirated
recordings and by prosecuting vendors of pirated goods. Brunei's enforcement efforts have contributed to
a general decline in the physical piracy of music, now estimated by industry to be about 30 percent.
However, concerns remain in some areas, including with respect to whether Brunei provides effective
protection against unfair commercial use, as well as unauthorized disclosure, of undisclosed test or other
data generated to obtain marketing approval for pharmaceutical products and IPR border enforcement,
particularly against transshipments. The United States Government also continues to urge the Bruneian
government to proceed with taking steps to join the WIPO Internet Treaties. The United States will
continue to work closely with Brunei to ensure that progress is sustained and to address remaining areas of
concern, including through the Trans-Pacific Partnership negotiations.

OTHER BARRIERS

Transparency is lacking in many areas of Brunei’s economy. Brunei operates state-owned monopolies in
key sectors of the economy, such as oil and gas, telecommunications, transport, and energy generation and
distribution. Brunei has not yet notified its state trading enterprises to the WTO Working Party on State
Trading Enterprises. In addition, Brunei’s foreign direct investment policies are not transparent,
particularly with respect to limits on foreign equity participation, partnership requirements, and the
identification of sectors in which foreign direct investment is restricted.

Brunei has recently established a localization initiative called the Local Business Development (LBD)
Framework for the oil and gas industry in an effort to facilitate the development of local supply chain
companies in the oil and gas industry. The framework places priorities in the use of local workers and
supply companies as well as encourages local financial institutions and local investors to fund projects and
purchase of assets. The framework requires oil and gas companies to formulate a Local Content
Opportunity Framing report for major projects, contracts, and agreements to ensure that local content and
local employment are increased. The oil and gas operators are required to adopt an LBD Allocation of
Contract for their allocation of contracting activities for goods and services, which prescribes local content
and employment targets based on the size of the contract and the technology intensity of the project.
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CAMBODIA

TRADE SUMMARY

U.S. goods exports in 2013 were $241 million, up 6.5 percent from the previous year. Corresponding U.S.
imports from Cambodia were $2.8 billion, up 3.0 percent. The U.S. goods trade deficit with Cambodia
was $2.5 billion in 2013, up $67 million from 2012. Cambodia is currently the 129th largest export market
for U.S. goods.

The stock of U.S. foreign direct investment (FDI) in Cambodia was $54 million in 2012 (latest data
available), up from $37 million in 2011.

IMPORT POLICIES
Tariffs

Cambodia is one of the few least-developed World Trade Organization (WTQO) Members that made
binding commitments on all products in its tariff schedule when it joined the WTO in 2004. Cambodia’s
overall simple average bound tariff rate is 19.1 percent, while the average applied rate is now around 11.5
percent. Cambodia’s highest applied tariff rate of 35 percent is imposed across a number of product
categories, including a wide variety of prepared food products, bottled and canned beverages, cigars and
cigarette substitutes, table salt, paints and varnishes, cosmetic and skin care products, glass and glassware,
electrical appliances, cars, furniture, video games, and gambling equipment.

Customs

Both local and foreign businesses have raised concerns that the General Department of Customs and
Excise engages in practices that are nontransparent and that appear arbitrary. Importers frequently cite
problems with undue processing delays, burdensome paperwork, and unnecessary formalities. The United
States continues to raise these and other customs issues with Cambodia under the bilateral Trade and
Investment Framework Agreement.

Taxation

Cambodia levies trade-related taxes in the form of customs duties, petroleum taxes on gasoline ($0.02 per
liter) and diesel oil ($0.04 per liter), an export tax, and two indirect taxes — a value-added tax (VAT) and
an excise tax — levied on the value of imports. The VAT is applied at a uniform 10-percent rate. To date,
the VAT has been imposed only on large companies, but the Cambodian government is working to expand
the base to which the tax is applied. The VAT is not collected on exports and services consumed outside
of Cambodia (technically, a zero percent VAT applies). Subject to certain criteria, the zero rate also
applies to businesses that support exporters and subcontractors that supply goods and services to exporters,
such as garment and footwear manufacturers.

GOVERNMENT PROCUREMENT
Cambodia promulgated a law on public procurement in January 2012, which codified existing procurement

regulations for competitive bidding, domestic canvassing, direct purchasing, and direct contracting.
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Competitive bidding is mandatory for the purchase of goods or services worth more than 100 million riels
(approximately $25,000). Bidding is restricted to local companies if the value is less than 1 billion riels
($250,000) for goods, less than 1.2 billion riels (approximately $300,000) for construction projects, or less
than 800 million riels (approximately $200,000) for services. International competitive bidding is required
for expenditures over those amounts.

Despite the general requirement for competitive bidding for procurements valued at more than
approximately $25,000, the conduct of government procurement often is not transparent. The Cambodian
government frequently provides short response times to public announcements of tenders, which often are
not widely publicized. For construction projects, only bidders registered with the Ministry of Economy
and Finance are permitted to participate in tenders. Additionally, prequalification procedures exist at the
provincial level, which further limit the opportunity for prospective contractors to participate in tenders.

Cambodia is not a signatory to the WTO Agreement on Government Procurement.
INTELLECTUAL PROPERTY RIGHTS PROTECTION

There are continuing concerns regarding the protection and enforcement of intellectual property rights in
Cambodia in light of widespread copyright piracy and trademark counterfeiting. Although public
awareness of the dangers of counterfeit products is gradually increasing, pirated CDs, DVDs, software,
garments, and other copyrighted materials, as well as an array of counterfeit goods, including
pharmaceuticals, are reportedly widely available in Cambodia’s markets. Legislation that would
implement commitments with respect to the protection of trade secrets, encrypted satellite signals, and
semiconductor layout designs, has been drafted but remains under review. A law clarifying the process for
obtaining geographical indications in Cambodia was passed in January 2014.

INVESTMENT BARRIERS

Cambodia’s constitution restricts foreign ownership of land. In 2010, a law allowing foreign ownership of
property above the ground floor was enacted. The law further stipulates that no more than 70 percent of a
building can be foreign-owned, and foreigners cannot own property within 30 kilometers of the national
border. Foreign investors may use land through concessions and renewable leases. In May 2012, the
Cambodian government imposed a moratorium on Economic Land Concessions (ELCs). Since that time,
however, it has granted at least 12 new ELCs. It justified the new ELCs on grounds that they were either
subject to private negotiations or had been agreed to “in principle” prior to the directive and therefore were
not subject to the moratorium. The moratorium remains in effect.

OTHER BARRIERS
Corruption

Both foreign and local businesses have identified corruption in Cambodia as a major obstacle to business
and a deterrent to attracting foreign direct investment. In 2010, Cambodia adopted anticorruption
legislation and established a national Anti-Corruption Unit to undertake investigations, implement law
enforcement measures, and conduct public outreach. Since the law came into force in 2011, some
government officials have been prosecuted and convicted of corruption. Enforcement, however, remains
inconsistent. Cambodia began publishing the official fees for public services at the end of 2012 in an
effort to combat “facilitation” payments, but this exercise has yet to be completed.
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Judicial and Legal Framework

Cambodia’s legal framework is incomplete and laws are unevenly enforced. While the National Assembly
has passed numerous trade and investment laws, including a law on commercial arbitration, many
business-related laws are still pending. Cambodia’s judicial system is frequently viewed as often arbitrary
and subject to corruption, and Transparency International ranked Cambodia 160th out of 177 countries in
its 2013 Corruption Perceptions Index, three places lower than the previous year.

In 2009, the Cambodian government established a commercial arbitration body called the National
Acrbitration Center (NAC), an alternative dispute resolution mechanism intended to resolve commercial
disputes more quickly than the traditional judicial system. The NAC was officially launched in March
2013, but has not begun accepting cases because the body lacks operating procedures, facilities, or staff.

Smuggling

The smuggling of products, such as vehicles, fuel, soft drinks, livestock, crops, and cigarettes, remains
widespread. The Cambodian government has issued numerous orders to suppress smuggling and has
created various anti-smuggling units within governmental agencies, including the General Department of
Customs and Excise, and has established a mechanism within this department to accept and act upon
complaints from traders and governments. Enforcement efforts, however, remain weak and inconsistent.
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CANADA

TRADE SUMMARY

U.S. goods exports in 2013 were $300.2 billion, up 2.6 percent from the previous year. Corresponding
U.S. imports from Canada were $332.1 billion, up 2.5 percent. The U.S. goods trade deficit with Canada
was $31.8 billion in 2013, up $437 million from 2012. Canada is currently the largest export market for
U.S. goods.

U.S. exports of private commercial services (i.e., excluding military and government) to Canada were
$61.2 billion in 2012 (latest data available), and U.S. imports were $29.8 billion. Sales of services in
Canada by majority U.S.-owned affiliates were $125.6 billion in 2011 (latest data available), while sales of
services in the United States by majority Canada-owned firms were $74.6 billion

The stock of U.S. foreign direct investment (FDI) in Canada was $351.5 billion in 2012 (latest data
available), up from $331.7 billion in 2011. U.S. FDI in Canada is led by the nonbank holding companies,
manufacturing, and finance/insurance sectors.

The North American Free Trade Agreement

The North American Free Trade Agreement (NAFTA), signed by the United States, Canada, and Mexico
(“the Parties”), entered into force on January 1, 1994. At the same time, the United States suspended the
United States-Canada Free Trade Agreement, which had entered into force in 1989. Under the NAFTA,
the Parties progressively eliminated tariffs and nontariff barriers to trade in goods among them, provided
improved access for services, established strong rules on investment, and strengthened protection of
intellectual property rights. After signing the NAFTA, the Parties concluded supplemental agreements on
labor and the environment, under which the Parties are obligated to effectively enforce their environmental
and labor laws, among other things. The agreements also provide frameworks for cooperation on a wide
variety of labor and environmental issues.

In 2012, Canada and Mexico became participants in the Trans-Pacific Partnership (TPP) negotiations,
through which the United States and 11 other Asia-Pacific partners are seeking to establish a
comprehensive, next-generation regional agreement to liberalize trade and investment. This agreement
will advance U.S. economic interests with some of the fastest-growing economies in the world; expand
U.S. exports, which are critical to the creation and retention of jobs in the United States; and serve as a
potential platform for economic integration across the Asia-Pacific region. The TPP agreement will
include ambitious commitments on goods, services, and other traditional trade and investment matters. It
will also include a range of new and emerging issues to address trade concerns that our businesses and
workers face in the 21st century. In addition to the United States, Canada and Mexico, the TPP negotiating
partners currently include Australia, Brunei, Chile, Japan, Malaysia, New Zealand, Peru, Singapore, and
Vietnam.

IMPORT POLICIES
Tariffs

Canada eliminated tariffs on all industrial and many agricultural products imported from the United States
on January 1, 1998, under the terms of the NAFTA. Tariffs and tariff-rate quotas (TRQs) remain in place
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on dairy and poultry tariff lines. Canada is phasing out its remaining MFN tariffs on imported machinery
and equipment and intends to complete this process by 2015. Canada announced the elimination of MFN
tariffs on baby clothing and athletic equipment (valued at CAD $76 million annually) in its 2013 federal
budget.

Agricultural Supply Management

Canada uses supply-management systems to regulate its dairy, chicken, turkey, and egg industries.
Canada’s supply-management regime involves production quotas, producer marketing boards to regulate
price and supply, and TRQs. Canada’s supply management regime severely limits the ability of U.S.
producers to increase exports to Canada above TRQ levels and inflates the prices Canadians pay for dairy
and poultry products. Under the current system, U.S. imports above quota levels are subject to
prohibitively high tariffs (e.g., 245 percent for cheese, 298 percent for butter). The United States continues
to press for the elimination of all remaining tariffs and TRQs.

The United States remains concerned about additional Canadian actions that limit the access of U.S.
exporters to the Canadian dairy market. First, Canada changed the way in which it applies import duties to
certain commercial “food preparations” that contain cheese. For these particular food preparations, rather
than classifying the product under a single tariff heading as was done previously, Canada now requires the
components of the food preparation to be classified separately. As a result, the cheese components of these
food preparations are now subject to prohibitively high tariff rates. In particular, U.S. exports of a
particular pizza topping product will experience much higher duties as a result of the change. Canada’s
actions implementing this change were taken without any consultations with affected trading partners or
opportunity for public comment. The United States has asked questions and raised concerns about this
change at the WTO Committee on Agriculture and the U.S. — Canada Consultative Committee on
Agriculture.

Second, Canada’s compositional standards for cheese, which entered into force on December 14, 2008,
further restrict access of certain U.S. dairy products to the Canadian dairy market. These regulations limit
the ingredients that can be used in cheese making, require use of a minimum percentage of fluid milk in
the cheese-making process, and make cheese importers more accountable for ensuring that the imported
product is in full compliance. The compositional standards also apply to cheese that is listed as an
ingredient in processed food.

Geographical Indications

On October 18, 2013, Canada and the European Union (EU) announced an agreement-in- principle on the
Canada-EU Comprehensive Economic and Trade Agreement (CETA) after more than four years of
negotiation. Although the Canadian government and the European Commission have not released the text
of the agreement, the details contained in government summaries and fact sheets have raised serious
concerns with respect to access for current and future U.S. agricultural and foodstuff producers. For
example, the Canadian government has agreed to the EU’s request to automatically protect 179 food and
beverage terms without providing for due process safeguards, such as the possibility of refusal of
applications or objection by third parties. Also, while the agreement appears to provide limited safeguards
for the use of generic terms with respect to a short list of specific terms for existing producers, concerns
remain about the right for future producers to use those terms and for producers to use generic terms with
respect to other products. In addition, the U.S. Government continues to examine the effect the agreement
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will have on the use of individual components of compound terms in trademarks, the use of translations in
trademarks, and prior rights of existing trademark owners.

The Canadian Wheat Board

The United States has had longstanding concerns about the monopolistic marketing practices of the
Canadian Wheat Board. Canada passed the Marketing Freedom for Grain Farmers Act in 2011 to
transition the Canadian Wheat Board from a crown corporation to a commercial entity over a five-year
period. The legislation allowed Western Canadian farmers to sell wheat on the open market beginning on
August 1, 2012. Several not-for-profit associations from both the United States and Canada created a task
force in order to provide information to facilitate the marketing of grain and seed between the United
States and Canada. The United States welcomes the progress made to date to transition the Canadian
Wheat Board to a commercial entity.

Restrictions on U.S. Grain Exports

U.S. origin wheat and barley are not eligible to receive Canadian statutory grades, other than the lowest
official statutory grade in the particular class (for example, feed-grade wheat or #5 Amber Durum).
Regulations promulgated under the Canada Grain Act require that for wheat and barley to be eligible to
receive statutory grades, the variety must be registered for use in Canada and grown in Canada. As a
result, while U.S.-grown varieties of wheat and barley can be brought into Canada and sold at a fair price
based on contract-based specifications, they must be segregated from Canadian varieties that are eligible
for grading under Canada’s grain handling system. Canadian wheat and barley exporters do not face such
a two-tiered grain handling system in the United States that distinguishes between domestic and imported
wheat. U.S. members of the task force described above would like to have a working group established to
review issues concerning varietal declarations as well as the lack of access to Canada’s grading system for
foreign-grown grains.

Restrictions on U.S. Seeds Exports

Canada’s Seeds Act prohibits the sale, advertising, or importation into Canada of seed varieties that are not
registered in the prescribed manner. In order to apply for seed varietal registration, the applicant must
reside permanently in Canada. In addition, once registered, the seed variety must be grown in Canada in
order to avail the resulting crop of any benefits under the Canada Grain Act’s grain grading and inspection
system (described above). This operates as a trade barrier to the many U.S. seeds (e.g., wheat, barely, etc.)
that are not varieties registered in Canada. In 2013, the Canadian government has presented an options
paper seeking guidance from industry on how to modernize and streamline the crop variety registration
system. Among the options being considered is to remove the oversight role of Canada’s federal
government in varietal registration.

Personal Duty Exemption

On June 1, 2012, Canada increased the cross-border shopping limit for tax-free imports of goods purchased
in the United States. Canadians who spend more than 24 hours outside of Canada can now bring back
CAD $200 worth of goods duty free (the previous limit was CAD $50). Canada raised the duty-free limit
for trips over 48 hours to CAD $800, an increase from a CAD $400 limit for stays of up to one week and a
CAD $750 limit for stays longer than 7 days. However, Canada continues to provide no duty-exemption
for returning residents who have been out of Canada for fewer than 24 hours. The United States provides
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similar treatment for its returning travelers who spend more than 24 hours outside of the country, but
unlike Canada, also allows up to $200 of duty-free goods after visits of less than 24 hours.

Wine, Beer and Spirits

Most Canadian provinces restrict the sale of wine, beer and spirits through province-run liquor control
boards. Market access barriers in those provinces greatly hamper exports of U.S. wine, beer and spirits to
Canada. These barriers include cost-of-service mark-ups, restrictions on listings (products which the
liquor board will sell), reference prices (either maximum prices the liquor board is willing to pay or prices
below which imported products may not be sold in order to avoid undercutting domestic prices), labeling
requirements, discounting policies (requirements that suppliers offer rebates or reduce their prices to meet
sales targets), distribution, and warehousing policies. Moreover, while Canada increased its personal duty
exemption limit in June 2012, Canadian tourists still face high provincial taxes on personal imports of U.S.
wines and spirits upon their return to Canada from the United States. This inhibits their purchases of U.S.
alcoholic beverages.

Softwood Lumber

On September 30, 2013, the United States and Canada agreed to jointly initiate arbitration under the
Softwood Lumber Agreement between the Government of the United States and the Government of
Canada (SLA) to resolve a disagreement over the implementation of a prior SLA arbitration award (LCIA
No. 81010). The award requires Canada to apply additional export charges on shipments of softwood
lumber from Quebec and Ontario to remedy breaches of the SLA concerning certain forestry programs in
those provinces. The additional export charges were designed to collect $58.85 million over the term of
the SLA, which was set to expire on October 12, 2013 when the award was issued. In January 2012, the
United States and Canada extended the SLA until October 12, 2015. Canada has applied the additional
export charges since March 2011, but had not collected $58.85 million as of October 12, 2013. The United
States and Canada have reconvened the original tribunal to determine whether the award requires Canada
to continue to apply the additional export charges until $58.85million is collected while the SLA remains
in effect.

DOMESTIC SUPPORT MEASURES
Aerospace Sector Support

Canada released a comprehensive review of its aerospace and space programs in November 2012. The
review offered 17 recommendations intended to strengthen the competitiveness of Canada’s aerospace and
space industries and guide future government involvement in both sectors. Recommendations called on
the Canadian government to create a program to support large-scale aerospace technology demonstration,
co-fund a Canada-wide initiative to facilitate communication among aerospace companies and the
academic community, implement a full cost-recovery model for aircraft safety certification, support
aerospace worker training, and co-fund aerospace training infrastructure.

The review also recommended that the Canadian government continue funding the Strategic Aerospace
and Defense Initiative (SADI). The SADI provides repayable support for strategic industrial research and
pre-competitive development projects in the aerospace, defense, space, and security industries, and has
authorized over $900 million to fund 27 advanced research and development (R&D) projects since its
establishment in 2007. To date, SADI has disbursed $621 million.
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The Canadian federal government and the Quebec provincial government announced aid to the
Bombardier aircraft company in 2008 not to exceed CAD $350 million (federal) and CAD $118 million
(provincial) to support research and development related to the launch of the new class of Bombardier
CSeries commercial aircraft. According to the Public Accounts of Canada, the federal government has
disbursed CAD $269 million dollars to Bombardier from April 2008 through March 2012. The United
States will continue to monitor carefully any government financing of the CSeries aircraft.

While Parties to the February 2011 OECD Sector Understanding on Export Credits for Civil Aircraft
implement the revised agreement, the United States also has expressed concern over the possible use of
Export Development Canada (EDC) export credit financing to support commercial sales of Bombardier
CSeries aircraft in the U.S. market.

Canada committed approximately $3.25 million per year from 2009 to 2013 to support the Green Aviation
and Research and Development Network and provides additional funding to the National Research
Council’s Industrial Research Assistance Program to support R&D in Canada’s aerospace sector.

Ontario Feed-In Tariff Program

In December 2012, a WTO panel found that Canada breached its obligations under the General Agreement
on Tariffs and Trade 1994 (GATT 1994) and the Agreement on Trade Related Investment Measures
(TRIMS), due to particular local-content requirements in Ontario’s Green Energy and Green Economy
Act of 2009 (Green Economy Act) that treat imported equipment and components less favorably than
domestic products (see Canada — Certain Measures Affecting the Renewable Energy Generation Sector
(WT/DS412) and Canada — Measures Relating to the Feed-In Tariff (FIT) Program (WT/DS426)). Canada
appealed the panel reports in both disputes to the WTO Appellate Body. The Appellate Body issued its
report on May 6, 2013, and found that the FIT program is inconsistent with GATT 1994 Acrticle 111:4 and
Article 2.1 of the TRIMS Agreement. Ontario’s Minister of Energy issued a directive to the Ontario
Power Authority (OPA) in August 2013, instructing the OPA to reduce domestic content requirements for
new FIT programs as an interim step to comply with the WTO’s ruling. The Ontario government also
announced in June 2013 that large renewable projects (projects over 500 Kilowatts) will be removed from
the FIT program and procured under a new competitive process going forward.

A Texas-based renewable energy firm initiated an investor-state claim under NAFTA Chapter 11 against
Canada in July 2011, claiming the Green Economy Act violates Canada’s obligations under the NAFTA to
provide investors with fair and equitable treatment.

GOVERNMENT PROCUREMENT

Canada is a signatory to three international agreements relating to government procurement (the WTO
Agreement on Government Procurement (GPA), the NAFTA, and the 2010 United States-Canada
Agreement on Government Procurement). Canada ratified the modernized WTO GPA on December 3,
2013, and that agreement is expected to enter into force in April 2014. The current agreements provide
U.S. businesses with access to procurement conducted by most Canadian federal departments and a large
number of provincial entities. However, U.S. suppliers have access under these trade agreements to
procurement of only seven of Canada’s Crown Corporations. Crown Corporations are government
organizations that operate following a private sector model, but generally have both commercial and public
policy objectives. Canada currently has more than 40 Crown Corporations.
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INTELLECTUAL PROPERTY RIGHTS PROTECTION

Protection and enforcement of intellectual property rights is a continuing priority in bilateral trade relations
with Canada. After placing Canada on the Special 301 Priority Watch List since 2009, the U.S.
Government moved Canada to the Watch List in 2012 in light of steps taken to improve copyright
protection through the Copyright Modernization Act. The Act will come into force following additional
legislative procedures and regulatory action, and the U.S. Government continues to urge Canada to
implement the law as quickly as possible. With respect to pharmaceuticals, the United States continues to
have serious concerns about the impact of the heightened patent utility requirements that Canadian courts
have adopted. On enforcement issues, Canada re-introduced the Combating Counterfeit Products Act in
the House of Commons in October 2013. The United States continues to urge the government of Canada
to amend this legislation to address the problem of transshipment of counterfeit trademark goods and
pirated copyright goods through Canada to the United States.

SERVICES BARRIERS
Telecommunications

Canada maintains a 46.7 percent limit on foreign ownership of certain suppliers of facilities-based
telecommunications services, except for submarine cable operations. This is one of the most restrictive
regimes among developed countries. Canada also requires that at least 80 percent of the members of the
board of directors of facilities-based telecommunications service suppliers be Canadian citizens. As a
consequence of these restrictions on foreign ownership, U.S. firms’ presence in the Canadian market as
wholly U.S.-owned operators is limited to that of a reseller, dependent on Canadian facilities-based
operators for critical services and component parts. These restrictions deny foreign providers certain
regulatory advantages only available to facilities-based-carriers (e.g., access to unbundled network
elements and certain bottleneck facilities). This limits those U.S. companies’ options for providing high
guality end-to-end telecommunications services, since they cannot own or operate their own
telecommunications transmission facilities.

Canada amended the Telecommunications Act in June 2012 to rescind foreign ownership restrictions to
carriers with less than 10 percent share of the total Canadian telecommunications market. Foreign-owned
carriers are permitted to continue operating if their market share grows beyond 10 percent, provided the
increase does not result from the acquisition of, or merger with, another Canadian carrier. Canada
announced in March 2012 that it would cap the amount of spectrum that all large incumbent companies
could purchase in the January 2014 700MHz spectrum auction in an effort to facilitate greater competition
in the sector. No foreign entities participated in the auction which resulted in Canada's three large
incumbent wireless providers winning 85 percent of the available blocks. Canada has blocked deals it
believes would lead to excessive spectrum concentration among market leaders.

Canadian Content in Broadcasting

The Canadian Radio-television and Telecommunications Commission (CRTC) imposes quotas that
determine both the minimum Canadian programming expenditure (CPE) and the minimum amount of
Canadian programming that licensed Canadian broadcasters must carry (Exhibition Quota). Large English
language private broadcaster groups have a CPE obligation equal to 30 percent of the group’s gross
revenues from their conventional signals, specialty and pay services. The Exhibition Quota for all
conventional broadcasters is fixed at 55 percent Canadian programming as part of a group, with a 50
percent requirement from 6 p.m. to midnight.
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Specialty services and pay television services that are not part of a large English language private
broadcasting group are subject to individual Canadian programming quotas (time or expenditure or both),
which vary depending upon their respective license conditions.

For cable television and direct-to-home broadcast services, more than 50 percent of the channels received
by subscribers must be Canadian programming services. Non-Canadian channels must be pre-approved
(“listed”) by the CRTC. Canadian licensees may appeal the listing of a non-Canadian service that is
thought to compete with a Canadian pay or specialty service. The CRTC will consider removing existing
non-Canadian services from the list, or shifting them into a less competitive location on the channel dial, if
they change format to compete with a Canadian pay or specialty service.

The CRTC also requires that 35 percent of popular musical selections broadcast on the radio should
qualify as “Canadian” under a Canadian government-determined point system.

INVESTMENT BARRIERS
General Establishment Restrictions

The Investment Canada Act (ICA) has regulated foreign investment in Canada since 1985. Foreign
investors must notify the government of Canada prior to the direct or indirect acquisition of an existing
Canadian business above a particular threshold value. In 2014, the threshold for review of
investments/acquisitions by companies from World Trade Organization (WTO) Members was $354
million. Canada amended the ICA in 2009 to raise the threshold for review to $1 billion over a four-year
period. The new thresholds will come into force once regulations are drafted and published (bids by
foreign state owned enterprises (SOEs) will remain subject to the current $354 million threshold,
however). Industry Canada is the government of Canada’s reviewing authority for most investments,
except for those related to cultural industries, which come under the jurisdiction of the Department of
Heritage. Foreign acquisition proposals under government review must demonstrate a “net benefit” to
Canada to be approved. The ICA sets a 45 day time limit for the reviews, extendable by an additional 30
days if the investor is notified prior to expiry of the initial 45 day period. Reviews of investments in
cultural industries usually require the extended 30 days to complete. Canada added a national security
review to the ICA in 2009 that permits the Industry Minister to review investments that could be “injurious
to national security.” National security reviews can take up to 130 days to complete under existing
timelines.

The ICA was amended in June 2012 to allow the Industry Minister to disclose publicly that an investment
proposal does not satisfy the net benefit test and publicly explain the reasons for denying the investment so
long as the explanation will not do harm to the Canadian business or the foreign investor. Canada blocked
a $38.6 billion hostile takeover by an Australian company in 2010 of Potash Corp. of Saskatchewan as not
being of “net benefit” to Canada under the ICA.

Under the ICA, the Industry Minister can make investment approval contingent on meeting certain
conditions such as minimum levels of employment and research and development. Since the global
economic slowdown in 2009, some foreign investors in Canada have had difficulties meeting these
conditions. The June 2012 ICA amendments allow the Industry Minister to accept security payment from
investors when found by a court to be in breach of their ICA undertakings. Canada also introduced
guidelines that provide foreign investors with the option of a formal mediation process to resolve disputes
when the Industry Minister believes a non-Canadian investor has failed to comply with a written
undertaking.
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On December 7, 2012, Canada issued new rules to supplement its guidelines for investment by foreign
SOEs, including the stipulation that future SOE bids to acquire control of a Canadian oil-sands business
will be approved on an “exceptional basis only.”

OTHER BARRIERS
Port Hawkesbury Paper Mill

The United States remains concerned about the nature and extent of assistance provided by the Province of
Nova Scotia to the Port Hawkesbury paper mill following a bankruptcy settlement that resulted in the sale
of the mill to a Canadian firm.

Cross-Border Data Flows

The strong growth of cross-border data flows resulting from widespread adoption of broadband-based
services in Canada and the United States has refocused attention on the restrictive effects of privacy rules
in two Canadian provinces, British Columbia, and Nova Scotia. These provinces mandate that personal
information in the custody of a public body must be stored and accessed only in Canada unless one of a
few limited exceptions applies. These laws prevent public bodies such as primary and secondary schools,
universities, hospitals, government-owned utilities, and public agencies from using U.S. services when
personal information could be accessed from or stored in the United States.

The Canadian federal government is consolidating information technology services across 63 email
systems under a single platform. The request for proposals for this project includes a national security
exemption which prohibits the contracted company from allowing data to go outside of Canada. This
policy precludes some new technologies such as “cloud” computing providers from participating in the
procurement process. The public sector represents approximately one-third of the Canadian economy, and
is a major consumer of U.S. services. In today’s information-based economy, particularly where a broad
range of services are moving to “cloud” based delivery where U.S. firms are market leaders; this law
hinders U.S. exports of a wide array of products and services.

Container Size Regulations

Canada announced in its 2012 budget that it would repeal standardized container size regulations for food
products. The Canadian government has stated that these regulations do not provide a food safety benefit
and that the elimination of such regulations would remove an unnecessary barrier for the importation of
new products from international markets. The timeline for implementing the new regulations continues to
be extended, however, and the existing regulations have not been repealed to date. The Canadian Food
Inspection Agency conducted consultations with some companies and industry groups in 2013, during
which several Canadian food manufacturers expressed opposition to the removal of container size
requirements. For the time being, the existing regulations for food container sizes remain in force.

FOREIGN TRADE BARRIERS
-54-



CHILE

TRADE SUMMARY

U.S. goods exports in 2013 were $17.6 billion, down 6.3 percent from the previous year. Corresponding
U.S. imports from Chile were $10.4 billion, up 10.6 percent. The U.S. goods trade surplus with Chile was
$7.2 billion in 2013, a decrease of $2.2 billion from 2012. Chile is currently the 21st largest export market
for U.S. goods.

U.S. exports of private commercial services (i.e., excluding military and government) to Chile were $3.2
billion in 2012 (latest data available), and U.S. imports were $1.4 billion. Sales of services in Chile by
majority U.S.-owned affiliates were $9.7 billion in 2011 (latest data available), while sales of services in
the United States by majority Chile-owned firms were $177 million.

The stock of U.S. foreign direct investment (FDI) in Chile was $39.9 billion in 2012 (latest data available),
up from $35.0 billion in 2011. U.S. FDI in Chile is reported mostly in the finance/insurance, and
manufacturing sectors.

TRADE AGREEMENTS

The United States-Chile Free Trade Agreement (Agreement) entered into force on January 1, 2004. Under
the Agreement, Chile immediately eliminated tariffs on 87 percent of bilateral trade in goods. All trade in
consumer and industrial goods has been duty free since 2013, while remaining tariffs on most agricultural
goods will be eliminated by 2015. At present, the average duty charged for U.S. goods entering Chile is
close to zero.

Chile is a participant in the Trans-Pacific Partnership (TPP) negotiations, through which the United States
and 11 other Asia-Pacific partners are seeking to establish a comprehensive, next-generation regional
agreement to liberalize trade and investment. These negotiations seek to advance U.S. economic interests
with some of the fastest-growing economies in the world; expand U.S. exports, which are critical to the
creation and retention of jobs in the United States; and serve as a potential platform for economic
integration across the Asia-Pacific region. The TPP agreement will include ambitious commitments on
goods, services, and other traditional trade and investment subject matter. It will also include a range of
new and emerging issues to address trade concerns that businesses and workers face in the 21st century. In
addition to the United States and Chile, the TPP negotiating partners currently include Australia, Brunei,
Canada, Japan, Malaysia, Mexico, New Zealand, Peru, Singapore, and Vietnam.

IMPORT POLICIES

Tariffs

Chile has one of the most open trade regimes in the world with a uniform applied tariff rate of 6 percent for
nearly all goods not covered under an FTA. However, there are several exceptions to the uniform tariff.

Ad valorem excise tariffs are between 15 percent and 27 percent for alcoholic beverages and between 52
percent and 60 percent for tobacco depending on the type of tobacco product.
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Importers also must pay a 19 percent value-added tax (VAT) calculated based on the CIF value (Cost,
Insurance, and Freight) plus the import tariff. In the case of duty-free imports, the VAT is calculated based
on the CIF value alone.

Import Controls

There are virtually no restrictions on the types or amounts of goods that can be imported into Chile, nor
any requirements to use the official foreign exchange market. However, Chilean customs authorities must
approve and issue a license for all imports valued at more than $3,000. After customs authorities issue the
license, the goods must generally be imported within 30 days. Commercial banks may authorize imports
of less than $3,000. Importers and exporters must also report their import and export transactions to the
Central Bank. Commercial banks may sell foreign currency to any importer to cover the price of imported
goods and related expenses as well as to pay interest and other financing expenses that are authorized in
the import report. The licensing requirements appear to be primarily used for statistical purposes;
legislation requires that most import licenses be granted as a routine procedure. More rigorous licensing
procedures apply for certain products such as pharmaceuticals and weapons.

Chile prohibits the importation of used vehicles (with some exceptions for Chileans returning to Chile after
more than one year abroad and for specialized vehicles such as armored cars and ambulances), used
motorcycles, and used retreaded tires (with the exception of wheel-mounted tires). Some used items
originating from a country that does not have an FTA with Chile are subject to an additional importation
charge of 3 percent over the CIF value. Depending on the product, this additional charge can be
eliminated or reduced if the used item is imported from a third country that has an FTA with Chile.

Nontariff Barriers

Chile maintains a complex price band system for sugar (mixtures containing more than 65 percent sugar or
sugar substitute content are subject to the sugar price band), wheat, and wheat flour that, under the FTA,
will be phased out by 2015 for imports from the United States. The price band system was created in 1985
and is intended to guarantee a minimum and maximum import price for the covered commodities. When
certain CIF prices (as calculated by Chilean authorities) fall below the set minimum price, a special tax is
added to the tariff rate to raise the price to the minimum price. Since 2008, the minimum price has been
adjusted downward by 2 percent per year on U.S. imports. In recent years, the price band system has not
had a strong impact on U.S. exports because the world prices of the agricultural products governed by the
price band system have consistently fallen in between the permitted minimum and maximum import
prices. In 2014, Chile’s President will evaluate whether to continue the price band system for other trading
partners.

Companies are required to contract the services of a customs agent when importing or exporting goods
valued at over $1,000 free on board (FOB). The customs agent is the link between the exporter or importer
and the National Customs Service. The agent is responsible for facilitating foreign trade operations and
acting as the official representative of the exporter or importer in the country. Customs agents’ fees are not
standardized. A list of customs agents and information about their responsibilities is available on the
National Customs Service’s website. Companies established in any of the Chilean duty-free zones are
exempt from the obligation to use a customs agent when importing or exporting goods. Individuals who
import non-commercial goods valued at less than $500 are not required to use a customs agent.
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EXPORT POLICIES

Chile currently provides a simplified duty drawback program for nontraditional exports. The program
reimburses a firm up to 3 percent of the value of the exported good if 50 percent of that good consists of
imported raw materials. Exported goods produced with imported capital equipment must have a minimum
CIF value of $3,813 in order to be eligible for duty drawback. The net value of the invoice is used if the
capital equipment in question is also manufactured domestically. Another export promotion measure
allows all exporters to defer import duties for up to seven years on imported capital equipment or receive
an equivalent government subsidy for domestically produced capital goods.

In accordance with its FTA commitments, Chile is eliminating, over a transition period, the use of duty
drawback and duty deferral for imports that are incorporated into any goods exported to the United States.
Beginning in 2012, the amount of drawback allowed is reduced by 25 percent of the original value each
year until it reaches zero in 2015.

Under Chile’s separate VAT reimbursement policy, exporters have the right to recoup the VAT they have
paid when purchasing goods and using services intended for export activities. Any company that invests in
a project in which production will be for export is eligible for VAT reimbursement. Exporters of services
can only benefit from the VAT reimbursement policy when the services are rendered to people or
companies with no Chilean residency. Also, the service must qualify as an export through a resolution
issued by the Chilean customs authority.

GOVERNMENT PROCUREMENT

The FTA requires procuring entities subject to the Agreement to use fair and transparent procurement
procedures, including advance notice of purchases and timely and effective bid review procedures for
procurement covered by the Agreement. The FTA also contains nondiscrimination provisions that require
Chilean entities covered by the FTA to allow U.S. suppliers to participate on the same basis as Chilean
suppliers in covered procurements. Most Chilean central government entities, 13 regional governments,
10 ports, state-owned airports, and 341 municipalities are covered by the FTA and must comply with the
government procurement obligations.

Chile is not a signatory to the WTO Agreement on Government Procurement, but it is an observer to the
Committee on Government Procurement.

INTELLECTUAL PROPERTY RIGHTS PROTECTION

Chile was listed on the Priority Watch List in the 2013 Special 301 Report. The report notes the United
States’ serious concerns regarding outstanding intellectual property rights (IPR) issues under the FTA.
The United States has urged Chile to create a system to expeditiously address patent issues in connection
with applications to market pharmaceutical products and to provide adequate protection against unfair
commercial use as well as unauthorized disclosure of undisclosed test or other data generated to obtain
marketing approvals for pharmaceutical products. The United States has also urged Chile to implement
protections against the circumvention of technological protection measures, to amend its Internet service
provider liability regime to permit effective action against any act of infringement of copyright and related
rights, to implement protections for encrypted program-carrying satellite and cable signals, and to ensure
that effective administrative and judicial procedures and deterrent remedies are made available to rights
holders.  Additionally, the United States has urged Chile to approve legislation to implement the
International Convention for the Protection of New Varieties of Plants (1991) (UPOV 91).
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In 2014, the United States will continue to work with Chile to address these concerns.
SERVICES BARRIERS
Telecommunications Services

Chile maintains high mobile termination rates: (the wholesale per-minute rate paid by an originating
mobile provider to the terminating mobile provider when a call is placed from subscribers from one
network to subscribers of another). The OECD average mobile termination rate is $0.065 per minute,
while Chile has one of the highest rates at $0.165 per minute (the United States has one of the lowest rates
at $0.0007 per minute).
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CHINA

TRADE SUMMARY

U.S. goods exports in 2013 were $122.0 billion, up 10.4 percent from the previous year. Corresponding
U.S. imports from China were $440.4 billion, up 3.5 percent. The U.S. goods trade deficit with China was
$318.4 billion in 2013, up $3.3 billion from 2012. China is currently the 3rd largest export market for U.S.
goods.

U.S. exports of private commercial services (i.e., excluding military and government) to China were $30.0
billion in 2012 (latest data available), and U.S. imports were $13.0 billion. Sales of services in China by
majority U.S.-owned affiliates were $35.2 billion in 2011 (latest data available), while sales of services in
the United States by majority China-owned firms were $1.4 billion.

The stock of U.S. foreign direct investment (FDI) in China was $51.4 billion in 2012 (latest data
available), down from $55.3 billion in 2010. U.S. FDI in China is led by the manufacturing, wholesale
trade, banking, and finance/insurance sector.

KEY TRADE BARRIERS

The United States continues to pursue vigorous and expanded bilateral and multilateral engagement to
increase the benefits that U.S. businesses, workers, farmers, ranchers, service providers and consumers
derive from trade and economic ties with China. In an effort to remove Chinese barriers blocking or
impeding U.S. exports and investment, the United States uses outcome-oriented dialogue at all levels of
engagement with China, while also taking concrete steps to enforce U.S. rights at the WTO as appropriate.
At present, China’s trade policies and practices in several specific areas cause particular concern for the
United States and U.S. stakeholders. The key concerns in each of these areas are summarized below. For
more detailed information on these concerns, see the 2013 USTR Report to Congress on China’s WTO
Compliance, issued on December 24, 2013 at http://www.ustr.gov/sites/default/files/2013-Report-to-
Congress-China-WTO-Compliance.pdf.

Intellectual Property Rights
Overview

In 2013, inadequacies in China’s intellectual property rights (IPR) protection and enforcement regime
continued to present serious barriers to U.S. exports and investment. China was again placed on the
Priority Watch List in the 2013 Special 301 report, and named in USTR’s 2013 Out-of-Cycle Review of
Notorious Markets Report, which identifies Internet and physical markets that exemplify key challenges in
the global struggle against piracy and counterfeiting.

Trade Secrets

The protection and enforcement of trade secrets in China is a serious problem that has attained a higher
profile in recent years. Thefts of trade secrets that benefit Chinese companies have occurred both within
China and outside of China. Offenders in many cases continue to operate with impunity, while the
Chinese government too frequently has failed to recognize serious infringements of IPRs that violate
Chinese law. Most troubling are reports that actors affiliated with the Chinese government and the
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Chinese military have infiltrated the computer systems of U.S. companies, stealing terabytes of data,
including the companies’ intellectual property. In order to help address these challenges, the United States
has urged China to update and amend its trade secrets laws and regulations, particularly the Anti-Unfair
Competition Law; to take actions to address this problem across the range of state-sponsored actors; and to
promote public awareness of this issue. At the December 2013 U.S.-China Joint Commission on
Commerce and Trade (JCCT) meeting, China committed to adopt and publish an action plan to address
trade secrets protection and enforcement for 2014, as well as to work with the United States on proposals
to amend China’s trade secrets laws and regulations.

Legitimate Goods and Services

Due to the serious obstacles in China to the effective protection and enforcement of IPR in all forms, sales
of legitimate IP-intensive goods and services, including software and audiovisual products, remain
disproportionately low compared to similar markets with stronger IPR protection and enforcement. The
United States continues to work with China on its 2013 U.S.-China Strategic and Economic Dialogue
(S&ED) and JCCT commitments to foster a better IP environment that will facilitate increased sales of
legitimate IP-intensive goods and services. Sales of legitimate software to the Chinese government by
U.S. companies have seen only a modest increase, while losses to U.S. software companies from the use of
pirated software by Chinese state-owned enterprises (SOEs) and other enterprises remain very high. The
United States continues to call on China to fulfill its existing commitments with regard to software
legalization, including those made most recently at the 2013 S&ED meeting, and to urge all levels of the
Chinese government, SOEs, and state-owned banks to take necessary steps to ensure the use of legitimate
software.

Online Piracy and Counterfeit Goods

Online piracy in China is widespread and continues on a large scale, affecting industries distributing
legitimate music, motion pictures, books and journals, software and video games. Similarly, although
rights holders report increased enforcement efforts by Chinese government authorities, counterfeiting in
China, affecting a wide range of goods, remains widespread. In addition, increased enforcement activities
have yet to slow online sales of counterfeit goods. The United State also continues to press China to
regulate the manufacture of active pharmaceutical ingredients to prevent their use in counterfeit and
substandard medications.

Patents and Technology Transfer

The United States continues to engage China on a range of patent and technology transfer
concerns. During Vice President Biden’s trip in early December 2013 and at the JCCT meeting held later
that month, China committed to permit supplemental data supporting pharmaceutical patent
applications. Unresolved concerns include the need to address a surge in low quality patents, to provide
effective protection against unfair commercial use of undisclosed test or other data generated to obtain
marketing approval for pharmaceutical products, and to provide effective enforcement against
infringement of pharmaceutical patents.

The United States also worked with China to eliminate government actions that disadvantage foreign IPR
holders. While some longstanding concerns regarding technology transfer remain unaddressed, and new
ones have emerged, China committed at the December 2013 JCCT meeting not to finalize or implement a
selection catalogue and rules governing official use vehicles. The catalogue and rules would have
interfered with independent decision making on technology transfer and would have effectively excluded
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vehicles produced by foreign and foreign-invested enterprises from important government procurement
opportunities.

Industrial Policies
Overview

China continued to pursue industrial policies in 2013 that seek to limit market access for imported goods,
foreign manufacturers and foreign service suppliers, while offering substantial government guidance,
resources and regulatory support to Chinese industries. The principal beneficiaries of these policies are
SOEs, as well as other favored domestic companies attempting to move up the economic value chain. In
2014, the United States will continue to pursue vigorous and expanded bilateral engagement to resolve the
serious concerns that remain over many of China’s industrial policy measures. The United States also will
continue to seek the elimination of China’s export restraints on rare earths and other key raw material
inputs through the dispute settlement case that it has brought at the WTO.

Indigenous Innovation

In 2013, policies aimed at promoting “indigenous innovation” continued to represent an important
component of China’s industrialization efforts. Through intensive, high-level bilateral engagement, the
United States previously secured a series of critical commitments from China that generated major
progress in de-linking indigenous innovation policies at all levels of the Chinese government from
government procurement preferences, culminating in the issuance of a State Council measure mandating
that provincial and local governments eliminate any remaining linkages by December 2011. Since then,
the principal challenge has been to begin addressing a range of discriminatory indigenous innovation
preferences proliferating outside of the government procurement context. Using the U.S.-China
Innovation Dialogue, the United States was able to persuade China to take an important step in this
direction at the May 2012 S&ED meeting, where China committed to treat IPR owned or developed in
other countries the same as IPR owned or developed in China. The United States also used the 2012 JCCT
process to press China to revise or eliminate specific measures that appeared to be inconsistent with this
commitment. Throughout 2013, China reviewed specific U.S. concerns, and the United States and China
have intensified their discussions.

In a positive development, at the December 2013 JCCT meeting, China committed not to finalize or
implement two measures that would have excluded vehicles manufactured by foreign enterprises or
foreign-invested enterprises from procurement by the Chinese government and the Chinese communist
party. Moreover, dialogue during the past year reversed a troubling proposed measure, which China’s
Food and Drug Administration (CFDA) had released for public comment, relating to the approval of new
medical devices. This measure, among other things, sought to limit eligibility for priority treatment to
medical device manufacturers holding domestically developed intellectual property. Using the JCCT
process, the United States persuaded China to revise the measure to bring it into compliance with China’s
JCCT and S&ED commitments.

Import Substitution

In October 2010, China’s State Council issued a decision on “accelerating the cultivation and development
of Strategic Emerging Industries (SEI)” that called upon China to develop and implement policies
designed to promote rapid growth in government-selected industry sectors viewed as economically and
strategically important for transforming China’s industrial base into one that is more internationally
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competitive in cutting-edge technologies. China subsequently identified the following seven sectors for
focus under the SEI initiative: (1) energy-saving and environmental protection; (2) new generation
information technology; (3) biotechnology; (4) high-end equipment manufacturing; (5) new energy; (6)
new materials; and (7) new-energy vehicles. To date, import substitution policies have been included in
some SEI development plans at the sub-central government level. For example, a development plan for
the LED industry issued by the Shenzhen municipal government included a call to support research and
development in products and technologies that have the ability to substitute for imports. Shenzhen
rescinded the plan following U.S. Government intervention with China’s central government authorities.
As China continues to develop and issue SEI policies and industrial policies in other sectors, the United
States will closely monitor measures that could potentially be implemented in a manner that is inconsistent
with China’s WTO or bilateral commitments and will continue to engage with China on ways to develop
its industries in ways that promote mutual benefit.

Import Ban on Remanufactured Products

China prohibits the importation of remanufactured products, which it typically classifies as used goods.
China also maintains restrictions that prevent remanufacturing process inputs (known as cores) from being
imported into China’s customs territory, except special economic zones. These import prohibitions and
restrictions undermine the development of industries in many sectors in China, including mining,
agriculture, healthcare, transportation and communications, among others, because companies in these
industries are unable to purchase high-quality, lower-cost remanufactured products produced outside of
China.

Aircraft Tariffs

In August 2013, China increased the import tariff on narrow body aircraft with an empty weight of
between 25 tons and 45 tons from 1 percent to the bound rate of 5 percent. Because the tariff for narrow
body aircraft weighing more than 45 tons remains at 1 percent, and many comparable narrow body aircraft
have an empty weight of between 40 tons and 50 tons, this change is having the unintended consequence
of encouraging Chinese airlines to purchase heavier, less fuel-efficient aircraft in order to fall within the 1
percent tariff category and thereby save millions of dollars on the purchase price. This change also could
adversely affect U.S.-manufactured narrow body aircraft in particular, as they tend to be lighter and more
fuel-efficient than competing aircraft. The United States continues to urge China to revise its tariff policy.

Export Restraints

China continues to deploy a combination of export restraints, including export quotas, export licensing,
minimum export prices, export duties and other restrictions, on a number of raw material inputs where it
holds the leverage of being among the world’s leading producers. Through these export restraints, it
appears that China is able to provide substantial economic advantages to a wide range of downstream
producers in China at the expense of foreign downstream producers, while creating incentives for foreign
downstream producers to move their operations, technologies and jobs to China. Effective January 2013,
China removed its export quotas and duties on several raw material inputs of key interest to the U.S. steel,
aluminum and chemicals industries after the United States won a dispute settlement case against China at
the WTO. In late March 2014, the United States expects a decision in a second WTO case, where the
claims focus on China’s export restraints on rare earths, tungsten and molybdenum, which are key inputs
for a multitude of U.S.-made products, including hybrid automobile batteries, wind turbines, energy-
efficient lighting, steel, advanced electronics, automobiles, petroleum, and chemicals.

FOREIGN TRADE BARRIERS
-62-



Export Subsidies

China has continued to provide a range of injurious subsidies to its domestic industries, some of which
appear to be prohibited under WTO rules. The United States has addressed these subsidies both through
countervailing duty proceedings conducted by the Commerce Department and through dispute settlement
proceedings at the WTO. For example, in September 2012, the United States brought a case challenging
numerous types of subsidies provided by the central government and various sub-central governments in
China to automobile and automobile parts enterprises located in regions in China known as “export bases.”
The United States and other WTO members also have continued to press China to notify its subsidies to
the WTO in accordance with its WTO obligations. Since joining the WTO 12 years ago, China has yet to
submit to the WTO a complete notification of subsidies maintained by central, provincial and local
governments.

Excess Capacity

Chinese government actions and financial support in manufacturing industries like steel and aluminum
have contributed to massive excess capacity in China, with the resulting over-production distorting global
markets and hurting U.S. producers and workers. For example, from 2000 to 2012, China accounted for
nearly 77 percent of global steelmaking capacity growth. Currently, China’s capacity alone exceeds the
combined steelmaking capacity of the EU, Japan, the United States, and Russia. China has no comparative
advantage with regard to the energy and raw material inputs for steelmaking, yet China’s capacity is
expected to continue to grow from an estimated 915 million metric tons (MT) in 2012 to an unprecedented
one billion MT in 2015, despite weakening demand domestically and abroad. China’s excess steelmaking
capacity is currently estimated to exceed 200 million MT, nearly double the United States’ total
steelmaking capacity of 117 million MT. China’s steel exports have grown to be the largest in the world,
at 62 million MT in 2013, an 11 percent increase over 2012 levels, despite sluggish growth in steel demand
abroad. Excess capacity in China — whether in the steel industry or other industries like aluminum — hurts
U.S. industries and workers not only because of direct exports from China to the United States, but
because lower global prices and a glut of supply make it difficult for even the most competitive producers
to remain viable.

Value-Added Tax Rebates and Related Policies

As in prior years, in 2013, the Chinese government attempted to manage the export of many primary,
intermediate and downstream products by raising or lowering the value-added tax rebate available upon
export. China sometimes reinforces its objectives by imposing or retracting export duties. These practices
have caused tremendous disruption, uncertainty and unfairness in the global markets for some products,
particularly downstream products where China is a leading world producer or exporter, such as products
made by the steel, aluminum and soda ash industries. These practices, together with other policies, such as
excessive government subsidization, also have contributed to severe excess production capacity in these
same industries. Domestic industries in many of China’s trading partners have continued to respond to the
effects of these trade-distortive practices by petitioning their governments to impose trade remedies such
as antidumping and countervailing duties.

Standards and Technology
In the standards area, Chinese government officials in some instances have reportedly pressured foreign
companies seeking to participate in the standards-setting process to license their technology or intellectual

property on unfavorable terms. In addition, China has continued to pursue unique national standards in a
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number of high technology areas where international standards already exist. To date, bilateral
engagement has yielded minimal progress in resolving these matters. For more information on these and
other concerns in the area of standards and technical barriers to trade, see USTR’s 2014 Report on
Technical Barriers to Trade.

Government Procurement

The United States continues to press China to take concrete steps toward fulfilling its commitment to
accede to the WTO’s Government Procurement Agreement (GPA) and to open up its vast government
procurement market to the United States and other GPA parties. To date, however, the United States, the
EU, and other GPA parties have viewed China’s offers of coverage as highly disappointing in scope and
coverage. In 2013, the United States secured two commitments from China in an effort to expedite
China’s accession to the GPA while continuing to push for robust terms that are comparable to the
coverage of the United States and other GPA parties. At the July 2013 S&ED meeting, China agreed to
submit by the end of 2013 a new revised offer to join the GPA that would take the requests of the GPA
parties into consideration and that would lower coverage thresholds and increase coverage of sub-central
entities, among other improvements. At the December 2013 JCCT meeting, China further agreed to
accelerate its GPA accession negotiations and submit in 2014 an additional revised offer that is on the
whole commensurate with the coverage of GPA parties. China submitted its most recent offer in
December 2013, shortly after the JCCT meeting. This fourth revised offer showed some progress in areas
consistent with China’s July 2013 S&ED commitment, including by lowering thresholds and increasing
sub-central entities coverage and other coverage, but it fell short of U.S. expectations and remains far from
acceptable to the United States and other GPA Parties.

China’s domestic government procurement regime is governed by two important laws. The Government
Procurement Law, which is administered by the Ministry of Finance, governs purchasing activities
conducted with fiscal funds by state organs and other organizations at all levels of government in China.
The Tendering and Bidding Law falls under the jurisdiction of the National Development and Reform
Commission and imposes uniform tendering and bidding procedures for certain classes of procurement
projects in China, notably construction and works projects, without regard for the type of entity that
conducts the procurement. Both laws cover important procurements that GPA parties would consider to be
government procurement eligible for coverage under the GPA. The United States will continue to work
with the Chinese government to ensure that China’s future GPA offers include coverage of government
procurement regardless of which law it falls under, including procurement conducted by both government
entities and other entities, such as SOEs.

Investment Restrictions

China also seeks to protect many domestic industries through a restrictive investment regime, which
adversely affects foreign investors in numerous manufacturing sectors, as well as services sectors, such as
financial services, telecommunications services and express delivery. In addition to prohibitions and
restrictions imposed through China’s foreign investment catalogue or other means, China can readily
impose additional constraints on investment through its foreign investment approval processes, where
Chinese government officials can use vaguely defined powers on an ad hoc basis to delay or restrict
market entry. For example, foreign enterprises report that Chinese government officials may condition
investment approval on a requirement that a foreign enterprise conduct research and development in China,
transfer technology, satisfy performance requirements relating to exportation or the use of local content, or
make valuable, deal-specific commercial concessions.
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The United States has repeatedly raised concerns with China about its restrictive investment regime. To
date, however, this sustained bilateral engagement has not led to a significant relaxation of China’s
investment restrictions, nor has it appeared to curtail ad hoc actions by Chinese government officials. At
the same time, the United States is closely monitoring developments related to the Shanghai Free Trade
Zone, a pilot project established in September 2013 in which China plans to pursue significant trade and
investment liberalization, including, among other things, the lifting of investment restrictions.

Since the issuance of the “Decision on Major Issues Concerning Comprehensive and Far-Reaching
Reforms” at the Third Plenum of the 18th Central Committee of the Chinese Communist Party in
November 2013, China has been giving increased attention to possible ways to reform and streamline its
administrative system for the review and approval of foreign investment. The National Development and
Reform Commission (NDRC) recently issued a revised Catalogue of Investment Projects Subject to
Government Ratification, with related draft implementing rules for foreign investment project approvals,
but these rules do not appear to represent significant reform. The scope of the Catalogue is limited to
“fixed asset” investments, but only certain foreign investment fixed asset projects would, in theory, be
allowed to enter under a record filing system. Further, the proposed implementing rules would seem to
provide the NDRC with significant discretion not to approve a particular foreign investment record-filing
application. Even more importantly, since the Ministry of Commerce (MOFCOM) and other sectoral
regulators continue to impose their own approval or review requirements for a much broader scope of
foreign investments, the effect of the NDRC reform, by itself, does not seem to be that significant.

The United States also continues to pursue negotiations with China for a bilateral investment treaty (BIT).
These negotiations intensified after China committed at the July 2013 S&ED meeting to negotiate a high-
standard BIT that will embrace the principles of openness, non-discrimination and transparency, provide
national treatment at all phases of investment, including market access (i.e., the “pre-establishment” phase
of investment), and employ a ‘“negative list” approach in identifying exceptions (meaning that all
investments are permitted except for those explicitly excluded).

Anti-Monopoly Law

The Chinese government’s interventionist policies and practices and the large role of SOEs in China’s
economy have created some uncertainty regarding how the Anti-Monopoly Law will be applied. One
provision in the Anti-Monopoly Law protects the lawful operations of SOEs and government monopolies
in industries deemed nationally important. To date, China has enforced the Anti-Monopoly Law against
SOEs, but concerns remain that enforcement against SOEs will be more limited.

In 2013, NDRC increased its enforcement activity noticeably, particularly against foreign enterprises. In
addition, U.S. industry has expressed concern about insufficient predictability, fairness and transparency in
NDRC'’s investigative processes, including NDRC pressure to “cooperate” in the face of unspecified
allegations or face steep fines. U.S. industry also has reported pressure from NDRC against seeking
outside counsel, in particular international counsel, or having counsel present at meetings.

Electric Vehicles

An array of Chinese policies designed to assist Chinese automobile enterprises in developing electric
vehicle technologies and in building domestic brands that can succeed in global markets continued to pose
challenges in 2013. As previously reported, these policies have generated serious concerns about
discrimination based on the country of origin of intellectual property, forced technology transfer, research
and development requirements, investment restrictions and discriminatory treatment of foreign brands and
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imported vehicles. Although significant progress has been made in addressing some of these policies,
more work remains to be done.

Trade Remedies

China’s regulatory authorities seem to be pursuing antidumping and countervailing duty investigations and
imposing duties for the purpose of striking back at trading partners that have exercised their WTO rights
against China, even when necessary legal and factual support for the duties is absent. The U.S. response
has been the filing and prosecution of three WTO disputes. The two disputes decided to date — the grain
oriented flat-rolled electrical steel (GOES) dispute and the chicken broiler products dispute — confirm that
China failed to abide by WTO disciplines when imposing duties. The panel report in the third WTO
dispute, which challenges duties that China imposed on imports of certain U.S.-made automobiles, is
expected in mid-2014.

Services
Overview

The prospects for U.S. service suppliers in China are promising, given the size of China’s market and the
Chinese leadership’s stated intention to promote the growth of China’s services sectors. The United States
continues to enjoy a substantial surplus in trade in services with China, as the United States’ cross-border
supply of private commercial services into China totaled $30 billion in 2012. In addition, services
supplied through majority U.S.-invested companies in China totaled $35 billion in 2011, the latest year for
which data are available. This success has been largely attributable to the market openings phased in by
China pursuant to its WTO commitments, as well as the U.S. Government’s comprehensive engagement
with China’s various regulatory authorities, including in the pursuit of sector openings that go beyond
China’s WTO commitments.

Nevertheless, in 2013, numerous challenges persisted in a range of services sectors. As in past years,
Chinese regulators continued to use discriminatory regulatory processes, informal bans on entry and
expansion, various restrictions on the cross-border supply of services, overly burdensome licensing and
operating requirements, and other means to frustrate efforts of U.S. suppliers of banking, insurance,
telecommunications, Internet-related, audiovisual, express delivery, legal and other services to achieve
their full market potential in China. Some sectors, including electronic payment services and theatrical
film distribution, have been the subject of WTO dispute settlement.

In 2014, the United States will continue to engage China on outstanding service market access issues and
will continue to press China to address problematic restrictions. The United States also will closely
monitor developments in an effort to ensure that China fully adheres to its WTO commitments.

Electronic Payment Services

China continued to place unwarranted restrictions on foreign companies, including the major U.S. credit
card and processing companies, which supply electronic payment services to banks and other businesses
that issue or accept credit and debit cards. The United States prevailed in a WTO case challenging those
restrictions, and China agreed to comply with the WTO’s rulings by July 2013, but China has not yet taken
needed steps to authorize access by foreign suppliers to this market. The United States is actively pressing
China to comply with the WTO’s rulings and also is considering appropriate next steps at the WTO.
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Theatrical Film Distribution

The United States and China reached an alternative solution with regard to the WTO case that the United
States had won involving the distribution of theatrical films. In February 2012, the two sides reached an
agreement providing for substantial increases in the number of foreign films imported and distributed in
China each year, along with substantial additional revenue for foreign film producers. Significantly more
U.S. films have been imported and distributed in China since the signing of the memorandum of
understanding (MOU) and the revenue received by U.S. film producers has increased significantly.
However, China has not yet fully implemented its MOU commitments, including with regard to opening
up film distribution opportunities and fulfilling certain contract-related obligations. As a result, the United
States has been pressing China for full implementation.

Banking

China has exercised significant caution in opening up the banking sector to foreign competition. In
particular, China has imposed working capital requirements and other prudential rules that have made it
more difficult for foreign banks to establish and expand their market presence in China. Many of these
requirements, moreover, have not applied equally to foreign and domestic banks. For example, China has
limited the sale of equity stakes in existing state-owned banks to a single foreign investor to 20 percent,
while the total equity share of all foreign investors is limited to 25 percent. Another problematic area
involves the ability of U.S. and other foreign banks to participate in the domestic currency business in
China. This is a market segment that foreign banks are most eager to pursue in China, particularly with
regard to Chinese individuals. Under existing governing regulations, only foreign-funded banks that have
had a representative office in China for 2 years and that have total assets exceeding $10 billion can apply
to incorporate in China. After incorporating, moreover, these banks only become eligible to offer full
domestic currency services to Chinese individuals if they can demonstrate that they have operated in China
for three years and have had two consecutive years of profits. The regulations also restrict the scope of
activities that can be conducted by foreign banks seeking to operate in China through branches instead of
through subsidiaries.

Insurance

China’s regulation of the insurance sector has resulted in market access barriers for foreign insurers, whose
share of China’s market remains very low. In the life insurance sector, China only permits foreign
companies to participate in Chinese-foreign joint ventures, with foreign equity capped at 50 percent. The
market share of these joint ventures is less than 4 percent. For the health insurance sector, China also caps
foreign equity at 50 percent. While China allows wholly foreign-owned subsidiaries in the non-life
insurance (i.e., property and casualty) sector, the market share of foreign-invested companies in this sector
is only 1 percent. China also limits foreign insurance brokers from providing a full scope of services, and
its market for political risk insurance is completely closed to foreign participation. In addition, some U.S.
insurance companies established in China continue to encounter difficulties in getting the Chinese
regulatory authorities to issue timely approvals of their requests to open up new internal branches to
expand their operations.

Telecommunications Services
Restrictions maintained by China on value-added telecommunications services have created serious

barriers to market entry for foreign suppliers seeking to provide value-added services. In addition, China’s
restrictions on basic telecommunications services, such as informal bans on new entry, a requirement that
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foreign suppliers can only enter into joint ventures with SOEs, and exceedingly high capital requirements,
have blocked foreign suppliers from accessing China’s basic services market. In May 2013, China
introduced rules establishing a pilot program for the resale of mobile services, which can increase
competitive opportunities in China’s heavily concentrated market. The United States is very concerned
that foreign firms are currently excluded from the pilot program, even as China moves forward to license
numerous Chinese suppliers.

Internet-Related Services

China’s Internet regulatory regime is restrictive and non-transparent, affecting a broad range of
commercial services activities conducted via the Internet. In addition, China’s treatment of foreign
companies seeking to participate in the development of cloud computing, including computer data and
storage services provided over the Internet, raises concerns. For example, China has sought to impose
value-added telecommunications licensing requirements on this sector, including a 50 percent equity cap
on investments by foreign companies, even though the services at issue are not telecommunications
services.

Audio-Visual and Related Services

China’s restrictions in the area of theater services have wholly discouraged investment by foreign
suppliers, and China’s restrictions on services associated with television and radio greatly limit
participation by foreign suppliers.

Express Delivery Services

The United States continues to raise concerns with China regarding implementation of the 2009 Postal
Law and related regulations. China has blocked foreign companies’ access to the document segment of
China’s domestic express delivery market, and it has placed troubling restrictions on foreign companies’
access to the package segment of China’s domestic express delivery market, including discriminatory
treatment in approving their business permits.

Legal Services

China has issued measures intended to implement the legal services commitments that it made upon
joining the WTO. However, these measures restrict the types of legal services that can be provided and
impose lengthy delays for the establishment of new offices.

Agriculture
Overview

China is the largest agricultural export market for the United States, with $26 billion in U.S. agricultural
exports in 2013. Much of this success resulted from intensive engagement by the United States with
China’s regulatory authorities. Notwithstanding this success, China remains among the least transparent
and predictable of the world’s major markets for agricultural products, largely because of selective
intervention in the market by China’s regulatory authorities. As in past years, seemingly capricious
practices by Chinese customs and quarantine agencies delay or halt shipments of agricultural products into
China. In addition, SPS measures with gquestionable scientific bases and a generally opaque regulatory
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regime frequently create difficulties and uncertainty for traders in agricultural commodities, who require as
much certainty and transparency as possible.

Biotechnology Approvals

In 2013, China continued to delay approvals of agricultural products derived from biotechnology. These
delays created increased uncertainty among traders and also resulted in trade disruptions for U.S. corn and
dried distillers grain exports. In 2014, the United States will continue to urge China to review
biotechnology products in a transparent and predictable manner and improve its regulatory process for
such products.

Agricultural Support

In recent years, China has been significantly increasing domestic subsidies and other support measures for
its agricultural sector. Since 2004, China has established a direct payment program, instituted minimum
support prices for basic commodities and sharply increased input subsidies. More recently, China began
several new support schemes for hogs and pork, and in 2011 it implemented a new cotton reserve system,
based on minimum purchase prices. In October 2011, China submitted its overdue notification concerning
domestic support measures for the period 2005-2008. This notification documents an increase in China’s
support levels, but the United States is concerned that the methodologies used by China to calculate
support levels, particularly with regard to its price support policies and direct payments, result in
underestimates. The United States is also concerned about the effects of domestic support measures that
China has adopted since 2008, such as the cotton reserves purchasing system.

Beef, Poultry, and Pork

In 2013, beef, poultry and pork products were affected by questionable SPS measures implemented by
China’s regulatory authorities. Consequently, anticipated growth in U.S. exports of these products was
again not realized. In 2014, the United States will continue its discussions with China on U.S. beef
products, with the shared goal of achieving a resumption in market access in 2014. In addition, the United
States will continue to urge China to lift the state-level restrictions on imports of U.S. poultry products.
For more information on these and other SPS concerns, see USTR’s 2014 Report on Sanitary and
Phytosanitary Measures.

Transparency
Overview

One of the core principles reflected throughout China’s WTO accession agreement is transparency.
China’s WTO transparency commitments in many ways required a profound historical shift in Chinese
policies. Although China has made strides to improve transparency following its accession to the WTO,
there remains a lot more for China to do in this area.

Publication of Trade-Related Laws, Regulations, and Other Measures

China committed to adopt a single official journal for the publication of all trade-related laws, regulations
and other measures, and China adopted a single official journal, to be administered by MOFCOM, in 2006.
To date, it appears that some central-government entities publish some trade-related measures in this
journal. Nevertheless, these government entities tend to take a narrow view of the types of trade-related
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measures that need to be published in the official journal. As a result, while trade-related regulations and
departmental rules are often published in the journal, it is less common for other measures such as
opinions, circulars, orders, directives and notices to be published, even though they are in fact all binding
legal measures. In addition, China still does not regularly publish in the journal certain types of trade-
related measures, such as subsidy measures.

Notice and Comment Procedures

China also committed to provide a reasonable period for public comment before implementing new trade-
related laws, regulations and other measures. China has taken several steps related to this commitment. In
2008, the National People’s Congress (NPC) instituted notice-and-comment procedures for draft laws, and
shortly thereafter China indicated that it would also publish proposed trade and economic related
administrative regulations and departmental rules for public comment. Subsequently, the NPC began
regularly publishing draft laws for public comment, and China’s State Council regularly published draft
regulations for public comment. However, many of China’s ministries were not consistent in publishing
draft departmental rules for public comment. At the May 2011 S&ED meeting, China committed to issue
a measure implementing the requirement to publish all proposed trade and economic related administrative
regulations and departmental rules on the website of the State Council’s Legislative Affairs Office
(SCLAO) for a public comment period of not less than 30 days. In April 2012, the SCLAO issued two
measures that appear to address this requirement. Since then, despite continuing U.S. engagement, no
noticeable improvement in the publication of departmental rules for public comment appears to have taken
place.

Translations

In its Protocol of Accession to the WTO, China committed to make available translations of all of its trade-
related laws, regulations and other measures in one or more of the WTO languages (English, French, and
Spanish). However, China has not yet established an infrastructure to undertake the agreed-upon
translations.

Legal Framework

Several other areas of China’s legal framework can adversely affect the ability of the United States and
U.S. exporters and investors to access or invest in China’s market. Key areas include administrative
licensing, commercial dispute resolution, labor laws and laws governing land use. Corruption among
Chinese government officials, enabled in part by China’s incomplete adoption of the rule of law, is also a
key concern. For more detailed information on these concerns, see the 2013 USTR Report to Congress on
China’s WTO Compliance, issued on December 24, 2013.
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COLOMBIA

TRADE SUMMARY

U.S. goods exports in 2013 were $18.6 billion, up 13.8 percent from the previous year. Corresponding
U.S. imports from Colombia were $21.6 billion, down 12.2 percent. The U.S. goods trade deficit with
Colombia was $3.0 billion in 2013, down $5.3 billion from 2012. Colombia is currently the 20th largest
export market for U.S. goods.

The stock of U.S. foreign direct investment (FDI) in Colombia was $8.4 billion in 2012 (latest data
available), up from $6.5 billion in 2011. U.S. FDI in Colombia is primarily concentrated in manufacturing
and finance/insurance sectors.

The United States-Colombia Trade Promotion Agreement

The United States-Colombia Trade Promotion Agreement (CTPA) entered into force on May 15, 2012.
The CTPA is a comprehensive free trade agreement, under which Colombia immediately eliminated the
majority of tariffs on U.S. exports, with all remaining tariffs to be phased out over defined time periods.
Under the CTPA, Colombia also allows substantially improved market access for U.S. service suppliers.
In addition, the CTPA calls for improving customs administration and trade facilitation, technical barriers
to trade, government procurement, investment, electronic commerce, telecommunications, intellectual
property rights, transparency, and labor and environmental protection.

IMPORT POLICIES
Tariffs

About 80 percent of U.S. exports of consumer and industrial products to Colombia became duty free
immediately upon the CTPA’s entry into force, with remaining tariffs to be phased out within ten years of
entry into force. The first round of tariff reductions took place on May 15, 2012. Subsequent tariff
reductions occur on January 1 of each year and the third round of tariff reductions took place on January 1,
2014. In March 2012, Colombia joined the WTO Information Technology Agreement, under which
participants eliminate tariffs on a most favored nation basis for a wide range of information technology
products.

Colombia applies variable tariffs to imports of certain agricultural products pursuant to the Andean
Community’s price band system. However, when the CTPA entered into force, Colombia stopped
imposing variable tariffs on imports of agricultural exports from the United States. Under the CTPA,
almost 70 percent of U.S. agricultural exports (by value) became duty free upon entry into force of the
Agreement, including high quality beef, an assortment of poultry products, soybeans and soybean meal,
cotton, wheat, whey, and most horticultural and processed food products. The remaining tariffs on U.S.
agricultural exports will be phased out over defined time periods. U.S. agricultural exporters also benefit
from zero-duty tariff rate quotas (TRQs) on corn, rice, poultry parts, dairy products, sorghum, dried beans,
standard grade beef, animal feeds, and soybean oil. The TRQs permit immediate duty-free access for
specified quantities of each of these products, with the duty-free amount increasing during its tariff phase-
out period.
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Nontariff Measures

In March 2013, Colombia imposed a one-for-one scrapping requirement based on the cargo capacity of old
trucks as a condition for the sale and registration of new freight trucks, without public consultation or a
transition period. Previously, importers could register new trucks by paying a “scrappage fee” to the
government. Although the fee increased the cost of doing business, the option provided a more flexible
method to register new trucks without having to comply with the scrapping requirement. Three thousand
U.S. freight trucks, valued at approximately $113 million, imported to Colombia since March 2013 cannot
be sold because there is insufficient supply of old trucks to be scrapped or because owners of old trucks are
requesting excessive prices for their old trucks. The United States has raised concerns with the scrapping
requirements, as well as the lack of a transparent public consultation process and transition period for the
new measures, in multiple fora and at multiple levels, including in the OECD Trade Committee in the
context of negotiations on Colombia’s membership in the OECD. A number of other truck exporting
trading partners have also raised concerns with Colombia. Late in 2013, Colombia passed another decree,
also without consultation or a transition period, in an attempt to address these concerns. While this effort
is welcome, it did not address U.S. concerns. The United States will continue to press Colombia for a
resolution of this issue to effectively reopen the Colombian market for U.S. trucks.

Colombia currently assesses a consumption tax on distilled spirits with a system of specific rates per
degree (half percentage point) of alcohol strength (Law 788 of 2002, Chapter V, amended by Law 1393 of
2010). Arbitrary breakpoints result in a lower tax rate on spirits produced locally and therefore creates an
unfair disadvantage for imported distilled spirits. Under the CTPA, Colombia committed to eliminating
the breakpoints for imports of U.S. distilled spirits four years after entry into force of the CTPA, that is, by
May 15, 2016. The Ministry of Trade plans to introduce a bill in early 2014 that will regulate government-
owned entities with distilled spirits distribution monopolies by addressing tax inequalities and market
access barriers. The bill calls for non-discriminatory and transparent contracts between departments
(provincial districts), which own such monopolies, and alcohol importers.

Under the CTPA, Colombia affirmed it would not adopt or maintain prohibitions or restrictions on trade of
remanufactured goods (provided they have warranties similar to new goods) and that some existing
prohibitions on trade in used goods would not apply to remanufactured goods. The import of
remanufactured goods has been a challenge, however, particularly in the mining sector. Although the
government does not require import licenses due to the CTPA, procedures to pay taxes or issue certain
required certificates for remanufactured products make the process cumbersome. The private sector has
asked the government of Colombia to research other countries’ remanufactured markets and has pointed
out how difficult it is to trace the origin of remanufactured parts or to guarantee the complete disassembly
of new parts. Colombia is working to develop a policy on this issue with assistance from U.S. technical
experts. In addition, Colombia does not permit the importation of used clothing, in accordance with
Andean Community Decision 337.

Colombia is considering new rules affecting the approval methodologies for biologic and biotechnologic
medicines. The proposed draft decree would establish three pathways for the approval of biological
medicines. The first two pathways appear to be aligned with World Health Organization guidelines as well
as U.S. Food and Drug Administration (FDA) approval processes, and would permit biological medicines
to be approved either: (1) on a stand-alone basis with a full dossier of supporting preclinical and clinical
evidence (the Complete Dossier path), or (2) on the basis of a robust analytical preclinical and clinical
comparison with a previously approved innovative biologic (the Comparability path). By contrast, the
third pathway is an abbreviated pathway that does not appear to require the same detailed information and
clinical evidence to prove the quality, safety, and efficacy of a product but would instead permit an
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applicant to rely on “any information deemed relevant” when the information originates from designated
countries or specified health authorities abroad for a product with an “active pharmaceutical ingredient.”
In July 2013, Colombia notified the fourth version of this draft decree to the WTO through the TBT
Committee. The United States, the European Commission, U.S. stakeholders, and a Colombian patient
safety group each submitted comments to the WTO expressing concern with the third pathway. Despite
initial indications that the regulation might be reviewed and revised, the Ministry of Health and Social
Protection continues to indicate that it intends to retain the third party abbreviated pathway. The United
States will continue to engage with Colombia on this issue in 2014.

GOVERNMENT PROCUREMENT

Under the CTPA, Colombia grants national treatment to U.S. goods, services, and suppliers in
procurements covered by the Agreement. The CTPA expands U.S. firms’ access to procurement by
Colombia’s ministries, departments, legislature, courts, and first tier sub-central entities, as well as a
number of Colombia’s government enterprises, including its majority state-owned oil company. In
addition, Colombia does not apply Law 816 of 2003 to CTPA-covered procurements, as that law mandates
preferential treatment for tenders that provide Colombian goods or services. U.S. companies are still
required to have some local representation in order to qualify for government procurement.

Colombia is not a signatory to the WTO Agreement on Government Procurement, but it has been an
observer to the WTO Committee on Government Procurement since February 1996.

INTELLECTUAL PROPERTY RIGHTS PROTECTION

Colombia was listed on the Watch List in the 2013 Special 301 Report. In 2013, Colombia continued to
improve its efforts against intellectual property rights (IPR) violators through enforcement action and
improved coordination among IPR enforcement agencies and with rights holders. Colombia continued to
take steps in 2013 to address its patent backlog and to accelerate processing time and quality by increasing
the staff numbers and the budget of the Patent and Trademark (SIC) office, as well as granting the SIC and
the Copyright office (DNDA) new authority to handle IP-related civil cases as an expedited alternative to
the judicial system. The SIC began adjudicating cases early in 2013 and average wait times for a decision
have been reduced from 63 months in 2010 to 34 months in 2013. Despite these positive developments,
there remains a need for further IPR improvements in Colombia, particularly through additional training
and resources for agencies involved in enforcing IPR and more public awareness and outreach by the
Colombian government is also needed. The United States will continue to monitor progress during 2014.

In January 2013, the Constitutional Court declared the law implementing several FTA related
commitments — including copyrights, TV programming quotas, and IPR enforcement measures —
unconstitutional on procedural grounds. In response, the Santos administration decided to present several
separate bills to Congress. As of the end of the legislative session in December 2013, television
programming quotas and IPR enforcement bills had been reintroduced to Congress; the first has been
approved in three of the four required debates as Law 226 of 2013 in the Senate and as Law 300 of 2013 in
the House, and the latter was fully approved again as Law 1648 of 2013 in July 2013. The copyright law is
being circulating for comment prior to resubmission to Congress during the next legislative session that
begins on March 15, 2014. The fourth law needed is for Internet Service Providers (ISPs) liability, which
was to be in place one year after entry into force of the TPA, and a new law has yet to be sent to the
Colombian Congress.
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In 2013, Colombia began implementing a system identifying geographical indications in response to the
process of reviewing and making determinations regarding European Union applications to register a range
of Gls in Colombia. During engagement with Colombia on the matter, the United States stressed the need
for consistency in protections and process, including public notice and opportunity for opposition and
cancellation, and transparency in decision making, in particular the need for transparency and clarity with
regard to the determinations, particularly with regard to the scope of coverage of protection. The United
States will continue to press this issue.

SERVICES BARRIERS

The CTPA grants U.S. service suppliers substantially improved market access across Colombia's entire
services regime, subject to a limited number of exceptions. Some restrictions, such as economic needs
tests and residency requirements, still remain in sectors such as accounting, tourism, legal services,
insurance, distribution services, advertising, and data processing.

Telecommunications

Foreign participants in Colombia’s telecommunications market, including U.S. providers, have raised
concerns about regulatory treatment in the mobile market, specifically with respect to the ability to obtain
roaming agreements with existing operators. In 2013, Colombia issued regulations for the auction of new
spectrum which required existing operators to provide automatic national roaming, prior to launching new
4G mobile services. Two companies with significant U.S. investment acquired licenses in this
auction. Despite the requirement to provide roaming agreements when requested, none of the three
existing providers in Colombia have done so with new entrants and, moreover, all three have launched 4G
mobile services contrary to Colombian regulations. Although the government of Colombia has now
ordered the incumbent carriers to comply, it has not yet taken enforcement action against the three
incumbent providers that prematurely launched service. The United States will continue to monitor and
engage with Colombia to ensure that it enforces these rules.

Financial Services

Insurance companies must maintain a commercial presence to sell policies other than those for
international travel or reinsurance. Colombia prohibits the sale of maritime insurance by foreign
companies. Foreign banks must establish a subsidiary to operate in Colombia. Under the CTPA,
Colombia will phase in further liberalization of financial services, such as allowing branching by banks
and allowing the cross-border supply of international maritime shipping and commercial aviation
insurance by 2016. Additionally, mutual funds and pension funds will be allowed to seek advice from
portfolio managers in the United States.
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COSTA RICA

TRADE SUMMARY

U.S. goods exports in 2013 were $7.2 billion, roughly the same as the previous year. Corresponding U.S.
imports from Costa Rica were $11.9 billion, down 1.1 percent. The U.S. goods trade deficit with Costa
Rica was $4.7 billion in 2013, down $135 million from 2012. Costa Rica is currently the 37th largest
export market for U.S. goods.

The stock of U.S. foreign direct investment (FDI) in Costa Rica was $1.7 billion in 2012 (latest data
available), down from $1.9 billion in 2011. U.S. FDI in Costa Rica is primarily in the manufacturing
sector.

Free Trade Agreement

The Dominican Republic-Central America-United States Free Trade Agreement (CAFTA-DR, or
“Agreement”) entered into force for the United States, El Salvador, Guatemala, Honduras, and Nicaragua
in 2006 and for the Dominican Republic in 2007. The CAFTA-DR entered into force for Costa Rica in
2009. The CAFTA-DR significantly liberalizes trade in goods and services as well as includes important
disciplines relating to customs administration and trade facilitation, technical barriers to trade, government
procurement, investment, telecommunications, electronic commerce, intellectual property rights,
transparency, and labor and environment.

IMPORT POLICIES
Tariffs

As a member of the Central American Common Market, Costa Rica applies a harmonized external tariff on
most items at a maximum of 15 percent with some exceptions.

Under the CAFTA-DR, however, 100 percent of U.S. consumer and industrial goods will enter Costa Rica
duty free by 2015. Nearly all textile and apparel goods that meet the Agreement’s rules of origin now
enter Costa Rica duty free and quota free, creating economic opportunities for U.S. and regional fiber,
yarn, fabric, and apparel manufacturing companies.

Under the CAFTA-DR, more than half of U.S. agricultural exports now enter Costa Rica duty free. Costa
Rica will eliminate its remaining tariffs on virtually all U.S. agricultural products by 2020 (2022 for
chicken leg quarters; 2025 for rice; and 2028 for dairy products). For certain agricultural products, tariff-
rate quotas (TRQs) will permit some duty-free access for specified quantities during the tariff phase-out
period, with the duty-free amount expanding during that period. Costa Rica will liberalize trade in fresh
potatoes and onions through continual expansion of a TRQ, rather than by the reduction of the out-of-quota
tariff.

Nontariff Measures
Under the CAFTA-DR, all CAFTA-DR countries, including Costa Rica, committed to improve

transparency and efficiency in administering customs procedures. The CAFTA-DR countries also
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committed to ensuring greater procedural certainty and fairness in the administration of these procedures,
and agreed to share information to combat illegal trans-shipment of goods.

Costa Rica has ratified the “Hague Convention Abolishing the Requirement for Legalization of Foreign
Public Documents” or “Apostille Convention,” to which the United States is also a party. Official
documents originating in the United States are now subject to a simplified authentication process, which
has facilitated paperwork for commerce between the United States and Costa Rica.

Costa Rica’s Information Technology Customs Control (TICA) system, implemented in 2007 for imports
and in early 2009 for exports, has suffered system-wide breakdowns as the volume of entries increased.
TICA has been acknowledged by the government of Costa Rica to be badly flawed and in need of
replacement. Although some have argued that TICA is still one of the best customs systems in Central
America, Costa Rica’s ability to facilitate import and export of goods without unjustifiable delay clearly
depends upon rapid development and installation of a new “TICA2” customs system.

When asked to approve cosmetics and toiletries items for registration in Costa Rica, the Costa Rican
Ministry of Health requires a Good Manufacturing Practices (GMP) certificate. Manufacturers from the
United States cannot comply with the Ministry of Health requirement because a U.S. Government
certificate of this kind does not exist. Companies from other countries outside the Central American
region have had similar problems. U.S. companies have, in some cases, been able to comply with the
requirement by submitting documents from state or local authorities or trade organizations; however, this
results in inconsistent and discriminatory treatment towards U.S. manufacturers unable to obtain such
documents. In one recent case, the issue persists despite repeated attempts at dialogue and a formal letter
from Global Markets (formerly United States Commercial Service) clarifying that the U.S. Government
does not issue the GMP certificate. In this particular case, the U.S. company reported $1,000,000 in lost
sales during the first half of 2013 because of its inability to register and stock a particular cosmetic
product.

Costa Rica has set a presumed profit level of 40 percent for imports of carbonated beverages and levees a
value-added tax (VAT) on that profit, while presuming a lower profit level of 25 percent for domestic
carbonated beverages. Hence, imported carbonated beverages suffer a significantly higher tax burden than
competing local carbonated beverages. In one ongoing case, an affected U.S. stakeholder formally
appealed to the Costa Rican tax authority in late 2012, arguing that this treatment violated Costa Rica’s
international obligations to ensure national treatment.

In January 2004, Costa Rica introduced a specific excise tax system for spirits that is calculated on a per
percent of alcohol per liter basis, with a lower rate per percentage of alcohol on alcoholic beverages that
are typically produced locally (Ley 7972). The local spirit, guaro, (which is produced in largest volume by
the state-owned alcohol company) is assessed an excise tax of 30 percent alcohol-by-volume (a.b.v.), while
the vast majority of internationally traded spirits, such as whiskey and gin, are assessed at a rate of 40
percent a.b.v.

GOVERNMENT PROCUREMENT

The CAFTA-DR requires that procuring entities use fair and transparent procurement procedures,
including advance notice of purchases and timely and effective bid review procedures, for procurement
covered by the Agreement. Under the CAFTA-DR, U.S. suppliers are permitted to bid on procurements of
most Costa Rican government entities, including key ministries and state-owned enterprises, on the same
basis as Costa Rican suppliers. The anticorruption provisions in the Agreement require each government
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to ensure under its domestic law that bribery in matters affecting trade and investment, including in
government procurement, is treated as a criminal offense or is subject to comparable penalties.

A September 2013 decree provided that the automated government procurement system, called Mer-link,
will be the only procurement system within the Costa Rican central government. Mer-link will eventually
be adopted widely throughout the government. The administration reinforced this message with its
November 2013 adoption of the World Bank’s open contracting principles. Mer-link has been running
successfully for three years in a small group of agencies, providing a single purchasing platform for all
participating ministries with an entirely paperless procurement process based on a secure database,
allowing enhanced levels of transparency and competition in the procurement process. Mer-Link and open
contracting should significantly reduce the risk of corruption or fraud in Costa Rican government
procurement.

Some U.S. company representatives have commented that they find it difficult to compete with domestic
suppliers in Costa Rican government procurement because bids are often due within three to six weeks of
the procurement announcement. U.S. companies interpret this as reflecting Costa Rica’s reluctance to
attract foreign bidders to its government procurement processes.

Costa Rica is not a signatory to the WTO Agreement on Government Procurement.
EXPORT SUBSIDIES

Under the CAFTA-DR, Costa Rica may not adopt new duty waivers or expand existing duty waivers that
are conditioned on the fulfillment of a performance requirement (e.g., the export of a given level or
percentage of goods). Costa Rica has modified its free trade zone regime in order to conform to this
requirement. While tax holidays are available for investors in free trade zones, sources have expressed
concern that the Ministry of Foreign Trade (COMEX) exercises significant discretionary power using
undefined criteria in determining what investors qualify for Free Trade Zone status.

INTELLECTUAL PROPERTY RIGHTS PROTECTION

Costa Rica was again on the Watch List in the 2013 Special 301 report. Key concerns include Costa
Rica’s need to place a higher priority on intellectual property rights (IPR) protection, to devote more
resources to IPR enforcement efforts and impose deterrent penalties. The United States engaged
extensively with Costa Rica as it prepared legislative amendments governing protections for geographical
indications (Gls), in anticipation of action on applications from the European Union, which were received
in 2013, to register a range of Gls in Costa Rica. During that ongoing engagement, the United States has
stressed the need for use of CAFTA-DR consistent protections and processes, including providing public
notice and opportunity for opposition and cancellation, and transparency and impartiality in decision
making. The United States will continue to monitor Costa Rica’s implementation of its IPR obligations
under the CAFTA-DR.

SERVICES BARRIERS

Insurance

Costa Rica’s state-owned former monopoly insurance provider, the National Insurance Institute (INS),
competes in an increasingly dynamic and crowded market. Ten private companies, including U.S.

companies, are operating in most segments of the market. The exceptions are the so-called obligatory
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insurance categories — worker’s compensation and basic automobile liability — which are open to new
entrants, but are still serviced only by INS. New market entrants continue to face challenges in light of the
market power INS derives from its former monopoly position. Specific concerns relate to deceptive
advertising by the former monopoly, a cumbersome and nontransparent product approval process, and the
extension of exclusivity contracts between INS and insurance retailers designated as agents.

Telecommunications

Since the 2009 entry into force of the CAFTA-DR, Costa Rica has progressively opened important
segments of its telecommunications market, including private network services, Internet services, and
mobile wireless services, which are now formally open for competition as a matter of law or regulation.
As of December 1, 2013, the Costa Rican telecommunication consumer is guaranteed the opportunity to
switch mobile service providers while retaining the same cell phone number; this number portability
heightens competition among mobile service providers by facilitating the transfer process for consumers.
The telecommunication market has grown, with revenue jumping from 1.1 percent of GDP in 2010 to 2.4
percent of GDP in 2013. While this market opening is a notable achievement, Costa Rica’s new wireless
service providers continue to face obstacles, including reluctance by some municipal governments to
approve cell tower construction necessary to support new providers and expand coverage areas.
Furthermore, a company that had been seeking to provide Internet services via satellite was subjected to a
lengthy and onerous regulatory review and is still pursuing permission to operate in Costa Rica.

INVESTMENT BARRIERS

The regulatory environment can pose significant barriers to successful investment in Costa Rica. One
common problem is inconsistent action between institutions within the central government or between the
central government and municipal governments. This results in an unnecessarily lengthy process that is
especially noticeable in infrastructure projects which can languish for years between the award of a tender
and the start of project construction. A project critical to facilitating trade, a private-public partnership to
build a new container terminal at Costa Rica’s main Atlantic port, remains stalled. The delays have
postponed the start of construction on the terminal by more than one year and cost the investing private
company more than $100 million to date.

Another concern for U.S. investors is the frequent recourse to legal challenges before Costa Rica’s
constitutional court to review whether government authorities have acted illegally or to ascertain the
constitutionality of legislation or regulations. Some U.S. investors believe that such challenges have been
used at times to undermine their investments or draw out the dispute. Consequently, some investors use
the phrase “judicial insecurity” to describe their predicament in Costa Rica, despite Costa Rica’s relatively
robust legal protections.

OTHER BARRIERS

Some U.S. firms and citizens have found corruption in government, including in the judiciary, to be a
concern and a constraint to successful investment in Costa Rica. Administrative and judicial decision-
making appear at times to be inconsistent, nontransparent, and very time consuming.

In July 2009, Costa Rica notified levels of agricultural domestic support to the WTO for 2007 that were
above its $15.9 million Total Aggregate Measurement of Support (TAMS) ceiling on trade-distorting
domestic support. Costa Rica’s subsequent notifications to the WTO for the years 2008 through 2011
listed domestic support expenditures at ever increasing levels, reaching $104.5 million in 2011. In 2012,
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domestic support expenditures dropped to $81.5 million, still well above Costa Rica’s WTO
ceiling. Between 2008 and 2012, Costa Rica’s price support for rice accounted for all of its notified
TAMS, and rice accounted for a majority of its notified TAMS prior to 2008. Between 2007 and 2013,
Costa Rica’s domestic production of rice has increased while U.S. rice exports to Costa Rica have dropped
by 54 percent. In May 2013, the government of Costa Rica issued Decree #37699-MEIC, which reduced
the price support by a modest amount and stated that the current price support mechanism for rice would
be eliminated starting in March 2014. However, in January 2014, Costa Rica delayed that deadline by a
year until March 2015.

As the Costa Rican government has increased tax collection efforts in recent years, several U.S. companies
have found themselves facing what they consider to be novel or inconsistent interpretations of tax
regulations and principles. While a number of the current cases have been resolved or appear to be on the
path to resolution, they illustrate the level of bureaucratic challenges facing foreign business in dealing
with Costa Rican tax authorities. Recent adoption of a new set of transfer-pricing regulations in September
2013 represents a very significant advance by the Costa Rican government in the area of transparency and
predictability. The United States will continue to monitor implementation of the new regulation.
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DOMINICAN REPUBLIC

TRADE SUMMARY

U.S. goods exports in 2013 were $7.2 billion, up 3.2 percent from the previous year. Corresponding U.S.
imports from the Dominican Republic were $4.3 billion, down 2.5 percent. The U.S. goods trade surplus
with the Dominican Republic was $2.9 billion in 2013, up $332 million from 2012. The Dominican
Republic is currently the 38th largest export market for U.S. goods.

The stock of U.S. foreign direct investment (FDI) in the Dominican Republic was $1.7 billion in 2012
(latest data available), up from $1.5 billion in 2011. U.S. FDI in the Dominican Republic is primarily in
the manufacturing sector.

Free Trade Agreement

The Dominican Republic-Central America-United States Free Trade Agreement (CAFTA-DR or
“Agreement”) entered into force for the United States, El Salvador, Guatemala, Honduras, and Nicaragua
in 2006 and for the Dominican Republic in 2007. The CAFTA-DR entered into force for Costa Rica in
2009. The CAFTA-DR significantly liberalizes trade in goods and services as well as includes important
disciplines relating to customs administration and trade facilitation, technical barriers to trade, government
procurement, investment, telecommunications, electronic commerce, intellectual property rights,
transparency, and labor and environment.

IMPORT POLICIES
Tariffs

As a member of the Central American Common Market, the Dominican Republic applies a harmonized
external tariff on most items at a maximum of 15 percent with some exceptions.

Under the CAFTA-DR, however, 100 percent of U.S. consumer and industrial goods will enter the
Dominican Republic duty free by 2015. Nearly all textile and apparel goods that meet the Agreement’s
rules of origin now enter the Dominican Republic duty free and quota free, creating economic
opportunities for U.S. and regional fiber, yarn, fabric, and apparel manufacturing companies.

Currently, under the CAFTA-DR, 63 percent of U.S. agricultural products qualify for duty free treatment
in the Dominican Republic, by 2015 that number will rise to 83 percent. The Dominican Republic will
eliminate remaining tariffs on nearly all agricultural goods by 2020 (2025 for chicken leg quarters, 2028
for some dairy products and rice).

Nontariff Measures

The Dominican Republic’s customs policies and procedures, and often lengthy clearance times for
merchandise, frequently provoke complaints by businesses. However, the Dominican Republic’s customs
procedures, transparency and responsiveness to complaints from businesses have, with a few exceptions,
improved steadily, as have processing times. The United States continues to raise concerns with respect to
the barriers outlined below, as well as other nontariff measures as they arise, and the Dominican Republic
has made further progress in some areas.
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The Dominican Ministry of Agriculture continues to use discretionary import permits. The United States
continues to raise concerns with this practice with Dominican authorities and is working to eliminate it.

For certain agricultural products, tariff-rate quotas (TRQs) permit some duty-free access for specified
quantities, with the duty-free amount expanding during the tariff phase-out period. Under the CAFTA-DR,
the TRQs are to be made available for the entire calendar year, beginning on January 1 of each year. The
Dominican Republic has a record of failing to allow products subject to TRQs to enter on January 1, as
required by the Agreement. Quota allocations were often issued several months into the year. In addition,
both the issuance of quotas for sensitive products and the distribution of the import licenses, which allow
importers to exercise their quota rights, were frequently delayed. However, the current Dominican
administration made substantial improvement to its administration of TRQs for 2013, with the annual tariff
allocations issued by January 10, 2013. For 2014 TRQs, the Dominican Republic opened and allocated
guota volumes for all products by January 24, 2014. The Dominican Republic also eliminated the use of
physical import certificates and has established an electronic document system eliminating the opportunity
for quota holders to sell the import certificates. The U.S. Government will continue to engage on this issue
with the Dominican Republic and will monitor its performance with regard to the timely opening of the
TRQs, the timely distribution of import licenses, and the distribution of appropriate quota volumes to allow
TRQ products to enter the Dominican Republic as of January 1 of each year.

Since early 2012, exporters of steel construction reinforcing bars (rebar) from the United States to the
Dominican Republic have encountered various barriers to trade, with the specific form of the barrier
changing over time. The United States continues to work with Dominican authorities to remove each of
these barriers as they occur.

The Dominican Republic maintains a ban on imports of all used vehicles over five years old, and took an
exception under the CAFTA-DR to the obligation not to impose import restrictions for this measure. Since
late 2011, importers of U.S. made used vehicles up to five years old, have reported that the Dominican
customs service has frequently challenged the eligibility of these vehicles to be considered as originating in
the United States and thus their eligibility for the CAFTA-DR preferential tariff rate. The cited reasons for
the challenges have been “technical difficulties in demonstrating compliance with the rules of origin.” The
United States continues to engage the Dominican Republic to address complaints received from exporters
of used cars of U.S. manufacture.

GOVERNMENT PROCUREMENT

The CAFTA-DR requires that procuring entities use fair and transparent procurement procedures,
including advance notice of purchases and timely and effective bid review procedures, for procurement
covered by the Agreement. Under the CAFTA-DR, U.S. suppliers are permitted to bid on procurements of
most Dominican government entities, including key ministries and state-owned enterprises, on the same
basis as Dominican suppliers. The anticorruption provisions in the Agreement require each government to
ensure under its domestic law that bribery in matters affecting trade and investment, including in
government procurement, is treated as a criminal offense or is subject to comparable penalties.
Nevertheless, U.S. suppliers have complained that Dominican government procurement is frequently not
conducted in a transparent manner and that corruption is widespread.

The Dominican Republic is not a signatory to the WTO Agreement on Government Procurement.
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EXPORT SUBSIDIES

The Dominican Republic does not have export promotion schemes other than tariff waivers for inputs
imported by firms in the free trade zones. Under the CAFTA-DR, the Dominican Republic may not adopt
new duty waivers or expand existing duty waivers that are conditioned on the fulfillment of a performance
requirement (e.g., the export of a given level or percentage of goods). However, the CAFTA-DR
permitted the Dominican Republic to maintain such measures through 2009, provided that it maintained
the measures in accordance with its obligations under the WTO Agreement on Subsidies and
Countervailing Measures. Under Law 139 of 2011, the Dominican Republic now levies a 2.5 percent tax
on goods sold from free trade zones into the local market. The U.S. Government is working with the
Dominican Republic government in an effort to ensure it implements its CAFTA-DR obligations.

INTELLECTUAL PROPERTY RIGHTS PROTECTION

In 2013, the Dominican Republic remained on the Watch List in the Special 301 report. Key concerns
cited in the report included the widespread availability of pirated and counterfeit goods and excessive
delays in the issuance of patents.

Despite these concerns, progress has recently been made in a few areas. For example, the Dominican
Republic continued its efforts to implement its obligations under the CAFTA-DR with respect to
government use of licensed software and addressing television broadcast piracy. The Dominican Republic
also ratified the WIPO Trademark Law Treaty. In addition, in April 2013 the Dominican government
approved the "National Strategy on Intellectual Property in the Dominican Republic”, which seeks to
integrate intellectual property into the country’s public policies and development plans. The Dominican
Republic also expanded in 2011 the use of a system to facilitate and expedite the Ministry of Public
Health’s marketing approval process for foods, medicinal products, cosmetics, and home and personal
hygiene products. However, U.S. producers continue to report lengthy administrative delays in the
marketing approval process for pharmaceutical products.

During 2014, the United States will continue to monitor the Dominican Republic’s implementation of its
intellectual property rights (IPR) obligations under the CAFTA-DR, with a special focus on lowering the
levels of trademark counterfeiting and copyright piracy, reducing delays in the patent application and
examination process, and enhancing judges’ capacity to manage IPR issues. The United States will
continue to monitor the Dominican Republic’s implementation of its bilateral and multilateral obligations
to provide an effective system for protecting against the unfair commercial use and unauthorized
disclosure of undisclosed test or other data generated to obtain marketing approvals for pharmaceutical and
agrochemical products.

OTHER BARRIERS

Some U.S. firms and citizens have expressed concerns that corruption in government, including in the
judiciary, continues to be a constraint to successful investment in the Dominican Republic. Administrative
and judicial decision making at times are perceived as inconsistent, nontransparent, and overly time-
consuming.
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ECUADOR

TRADE SUMMARY

U.S. goods exports in 2013 were $7.3 billion, up 9.5 percent from the previous year. Corresponding U.S.
imports from Ecuador were $11.5 billion, up 21.1 percent. The U.S. goods trade deficit with Ecuador was
$4.2 billion in 2013, up $1.4 billion from 2012. Ecuador is currently the 35th largest export market for
U.S. goods.

The stock of U.S. foreign direct investment (FDI) in Ecuador was $851 million in 2012 (latest data
available), up from $793 million in 2011. U.S. FDI in Ecuador is led by the mining and manufacturing
sectors.

IMPORT POLICIES

On June 12, 2013, Executive Decree 25 created the Ministry of Foreign Trade. Previously, foreign trade
policy was administered by the Ministry of Foreign Affairs as a vice-ministry. The Foreign Trade
Minister, appointed on June 14, 2013, holds a broad mandate that includes the formulation and
implementation of trade and investment policies.

The Organic Code for Production, Trade, and Investment (Production Code), which came into effect on
December 29, 2010, covers an array of issues, including import and export policies, customs procedures,
taxes, and investment and labor rules. Among other things, the Production Code provides incentives
intended to spur local and foreign investment and to promote export expansion and diversification. The
Production Code created a Committee on Foreign Trade (COMEX) to replace the former Trade and
Investment Council (COMEXI) as Ecuador’s interagency body in charge of trade policy formulation and
regulation. COMEX now falls under the authority of the Ministry of Foreign Trade. The Production Code
also lowered the corporate tax rate by 1 percentage point per year, until it reached 22 percent in 2013, as
well as provided 3 types of tax incentives to promote investment in domestic production activities.

Ecuador pursues a strategic policy of selective import substitution. A key concept in the 2013-2017
national plan developed by the Planning Agency is to change Ecuador’s production model (“Matriz
Productiva”) from reliance on commodity exports to production of higher value added products.
According to the plan, the products subject to selective import substitution measures include fertilizers,
agrochemicals, agricultural commodities and food products, pesticides and fungicides, soaps, detergents,
cosmetics, ceramic tiles, floors, textiles, clothing, footwear, leather, radios, telephones, televisions,
electronics, pharmaceuticals, and electrical appliances. Also, the plan states the aim of fostering
metalworking industries as well as software and hardware industries. The stated goal is to reduce the share
of imported food products from 7.4 percent in 2010 to 5 percent in 2017.

Ecuador applies a combination of tariff and nontariff measures, such as non-automatic import licensing, to
most of the sectors listed above to implement its selective import substitution strategy.

Tariffs
Ecuador’s import policies are increasingly restrictive and create an uncertain environment for traders in

many sectors. Ecuador is a member of the Andean Community (AC) customs union, which also includes
Bolivia, Colombia, and Peru. When Ecuador joined the WTO in January 1996, it bound most of its tariff
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rates at 30 percent ad valorem or less, except for agricultural products covered by the Andean Price Band
System (APBS). Ecuador’s second Trade Policy Review (TPR) by the WTO was concluded in November
2011. According to the WTO Secretariat’s TPR report, Ecuador’s tariff structure has become more
complex. Previously, Ecuador had generally applied a simple four-tiered tariff structure with levels of 5
percent for most raw materials and capital goods, 10 percent or 15 percent for intermediate goods, and 20
percent for most consumer goods. Ecuador also imposes a number of fees and charges on imports.

According to the information available to the WTO, Ecuador’s applied simple average most favored nation
(MFN) tariff rate was 10.1 percent in 2012. While its average applied MFN tariff rate for industrial
products declined from 10.6 percent in 2005 to 8.8 percent in 2012, for agricultural products it increased
from 16.7 percent to 18.5 percent. However, as Ecuador did not supply to the WTO the ad valorem
equivalents for its mixed tariffs and has implemented new trade restrictions since the WTO conducted its
analysis, the actual average applied MFN tariff rates might be higher. As part of Ecuador’s TPR, the WTO
Secretariat identified 19 tariffs at the 10-digit level that exceeded Ecuador’s bound tariff rates by 5 to 15
percentage points in 2011.

In June and July of 2012, Ecuador adopted a number of trade-restrictive measures, which included an
increase in tariffs on a number of products, as well as import quotas scheduled to expire at the end of
2014. On December 4, 2013, Ecuador issued Resolution 116, which requires the conformity to dozens of
new technical regulations that prohibit the importation and sale of products that do not conform to these
new requirements. Nearly 300 product categories are affected by these new measures, including food,
cosmetics, spices, food container materials, building materials, dietary supplements, and automobiles. For
more details on Resolution 116, please refer to the Ecuador section of USTR’s annual TBT Report.

Specific trade-restrictive resolutions by industry include:
Consumer goods

Resolution 63, enacted on June 15, 2012, increased tariffs on products covered by 102 tariff lines,
including alcoholic beverages, washing machines, televisions, video and photographic equipment, art
utensils, paper and cardboard, hair styling equipment, and work safety equipment. In Resolution 63,
Ecuador also increased tariffs on tobacco and tobacco seeds, malt, and other cereals. Mixed tariffs (1
percent ad valorem plus a specific tariff of $0.25 per grade of alcohol/liter) were established for 20
alcoholic products, including malt beer, sparkling wine, “pisco” (grape brandy), vodka, and
tequila. According to U.S. distilled spirit industry sources, due to the new formulation and the prevailing
price of the majority of imported spirits, Ecuador’s assessed tariff rates on spirits in many instances now
exceed Ecuador’s WTO bound rates. Televisions, which fall within a single tariff line, were also assigned
mixed tariffs, increasing in proportion to the size of the television. Resolution 70 introduced a specific
tariff of $39.97 for all televisions up to 20 inches, while retaining the existing 5 percent ad valorem duty; it
also increased to $73.11 the specific tariff for televisions between 20 inches and 32 inches. Ecuador raised
tariffs on an additional 81 tariff lines, with all but 4 lines increased to the bound tariff rate under its WTO
commitments.

Automotive

Resolution 65, also enacted on June 15, 2012, established value ceilings and unit quotas for imports of
automobile complete knock-downs. In addition, Resolution 65 established a sliding tariff scale ranging
between 4 percent and 40 percent, which decreases as more locally produced content is incorporated in the
vehicle. Resolution 65 also created a monitoring mechanism to verify increases in the incorporation of
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local content. However, Ecuador has not yet published a methodology for measuring local content levels.
This resolution is scheduled to expire at the end of December 2014, but could be renewed.

Resolution 66, issued on June 11, 2012, established a $538 million limit for the importation of motor
vehicles classified under 16 tariff lines, including passenger cars and cargo trucks. The $538 million quota
served to limit imports of vehicles under the 16 tariff lines affected to 68 percent by value of the total
imported in 2010. The 38 importers among which the quota was divided had to comply with established
unit and dollar value limitations. Tariffs on vehicles, which are as high as 40 percent, also remained in
effect.

Resolution 66 has been modified on multiple occasions. Resolution 77, approved on July 30, 2012,
slightly eased the unit and value restrictions on vehicle imports imposed by Resolution 66 by allowing
importers to use existing import licenses to continue to import vehicles through December 28, 2012, even
if it resulted in imports exceeding the importers’ quotas. In addition, Resolution 77 increased the number
of beneficiaries of the quota system from 38 to 50.

Resolution 92, enacted on October 24, 2012, reiterated the need to charge all January through December
2012 vehicle imports to the quota established under Resolution 66 and also established a prohibition on
carrying forward unused import entitlements to 2013. Resolution 94, approved on November 19, 2012,
modified Resolution 66 by giving Ecuador’s customs authority flexibility in shifting vehicles’ quotas
among different sub-tariff items (or car models for each importer).

Resolution 96 approved by COMEX on December 7, 2012, eliminated all sub-tariff items that restricted
vehicle imports by automobile dealer. As a result, an import quota in total units and value per dealer (as
opposed to by vehicle type) was established.

Resolution 101, enacted January 7, 2013, established the 2013 parameters for automobile and truck
imports. It confirmed the original quota and values established under Resolution 66 for 38 importers and
ratified the quotas and values for the 12 importers included under Resolution 77. The aggregate value of
entitlement for the 50 importers is $552.5 million.

On October 24, 2012, COMEX issued Resolution 91, which established an annual import quota in units
and in dollars for vehicles with cylinder capacity under or equal to 1,000 cubic centimeters (tariff line item
8703.21.00.90), excluding purchases made by the government. Resolution 91 established a quota of 189
units and a total value of $434,501 (FOB) for such products, with 75 percent allocated to a single importer.

COMEX Resolution 95, passed on December 7, 2012, highlighted the widespread use of three-wheeled
vehicles for commercial purposes and established ad valorem tariffs between 30 percent and 40
percent. Resolution 95 also combined four sub-tariff items into a new line item for three-wheeled
vehicles.

Government-procured goods

On August 30, 2012, COMEX issued Resolution 82 to reduce tariffs on imported capital goods used for
government contracts. Resolution 82 aims to promote investments and support investors that have signed
contracts with the government. To qualify for the benefits, goods must be validated individually by
COMEX for end-use purposes and meet origin and technical requirements. If there are any similar locally
produced goods, the benefits do not apply.
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Restrictions on satellite decoders/dishes

Resolution 93, issued on November 19, 2012, banned the import of decoders and satellite dishes when
transported by mail, couriers, personal air luggage, ports or land borders.

Agricultural products

Ecuador applies variable import duties set pursuant to the Andean Price Ban System (APBS) with respect
to more than 150 agricultural products when they are imported from outside the Andean Community
(AC). These products include wheat, rice, sugar, barley, white and yellow corn, soybeans, African palm
oil, soy oil, chicken meat, pork meat, and powdered milk, as well as certain products derived from
them. The APBS protects domestic producers of covered products by providing for tariff increases when
world prices fall and tariff decreases when world prices rise.

When Ecuador became a WTO member, it agreed to phase out its participation in the APBS. To date, no
steps have been taken to phase out use of the APBS. Since July 2007, the application of APBS is
voluntary to member countries. The extent to which the APBS restricts trade varies by product. For some
U.S. exports, such as wheat, barley, malt barley, and their byproducts, the price band total duty (ad
valorem tariff plus variable levy) is often zero. However, price band total duties as high as 86 percent and
45 percent have been applied to chicken parts and pork, respectively, restricting those imports.

Tariff-Rate Quotas

When Ecuador became a WTO Member it established tariff-rate quotas (TRQs) for a number of
agricultural imports. Products subject to TRQs include wheat, corn, sorghum, barley, barley malt, soybean
meal, powdered milk, and frozen turkeys. The Ecuadorian government has not implemented a process for
TRQ administration, but this has not stopped the flow of trade in these goods.

Nontariff Measures

Importers must register with Ecuador’s National Customs Service (formerly the Ecuadorian Customs
Corporation) to obtain a registration number for all products. In August 2011, Ecuador instituted a non-
automatic import licensing program covering 42 tariff subheadings. The products affected are tires,
vehicles, mobile telephones, televisions and monitors, refrigerators and freezers, and semi-finished iron
and steel products. According to the Ecuadorian government, the licensing regime was put into place to
monitor compliance with so-called voluntary import agreements within these sectors.

Ecuador’s Ministry of Agriculture (MAGAP) has been actively pursuing import substitution policies for
sensitive agricultural products such as cheese, butter, milk fats, potatoes (including french fries), beef,
pork, chicken, turkey, offals, beans, sorghum, and corn. On March 1, 2013, Ecuador established a non-
automatic import licensing regime administered by the Ministry of Agriculture for 55 such products.
Andean Community products are exempt from the import licensing regime. In June 2013, Ecuador
instituted a mandatory and cumbersome process to allocate import licenses for certain agricultural products
subject to import licensing.

Another administrative hurdle for importers of agricultural products is the Ministry of Agriculture,
Livestock and Fisheries (MAGAP) use of “Consultative Committees” for some import authorizations for
agricultural products. These Committees, composed primarily of local producers, often advise MAGAP
against granting import authorizations. Additionally, import authorizations usually are subject to crop
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absorption programs, pursuant to which MAGAP requires that all local production be purchased at high
prices before authorizing imports.

In January 2008, Ecuador increased its special consumption tax (ICE) on a number of products, largely
luxury items. The ICE was increased mostly for imported products rather than those produced
domestically, such as perfumes, vehicles (tiered increases by vehicle price starting at $20,000), video
games, firearms, airplanes, helicopters, boats, and cable television service. In December 2011, a new tax
package increased the ICE ad valorem rate on spirits from 40 percent to 75 percent, and added a specific
tax, phased in over 3 years, of $6.20 for every liter equivalent of alcohol. On December 18, 2012,
Resolution 832, issued by Ecuador’s tax authority, increased the specific per liter tax to $6.93 based on
consumer price index for alcohol and beer. Resolution 832 entered into effect on January 1, 2013. The
resolution is supposed to make assessment of the ICE for domestically produced and imported spirits more
equitable by establishing factory and pre-import duty prices as the new taxable bases, respectively. A
special consumption tax on cigarettes set on November 24, 2011 at $0.08 per cigarette was increased to
$0.0862 through Resolution 864, issued on December 19, 2013. The tax is adjusted biannually, depending
on the consumer price index.

Mobile phones

Resolution 67, adopted on June 15, 2012, limited annual imports under a single tariff line for cell phones to
$142.6 million, which represented 68 percent of the total value of Ecuador’s cell phone imports in
2011. Unit and dollar value limits were established for each of Ecuador’s 33 cell phone
importers. Imports of cell phones entering Ecuador before June 11, 2012, were counted toward the annual
limits, as were shipments already in transit. Cell phones are also subject to a 15 percent ad valorem tariff.

On July 17, 2012, COMEX issued Resolutions 69 and 70, which tightened the import restrictions
established in Resolution 67 with respect to mobile phones. Resolution 69 reduced by 28 percent the total
value of permissible imports by CONECEL, Ecuador’s largest private mobile phone operator. Meanwhile,
the state-owned telecommunications company, CNT, received a 145 percent increase in its import value
entitlement, which grew from $4.9 million to $12 million. Unit quotas for CONECEL and CNT remained
unchanged, suggesting that Ecuador has structured the restrictions to permit CNT to import more
expensive phone models and improve its market share, which is only 1.6 percent. Resolution 104,
approved on August 9, 2013, establishes quotas that apply specifically to smart phones worth $220 or less
for the 3 operators CONECEL, OTECEL, and publicly-owned CNT. Although the 3 operators currently
have unequal shares in the wireless market, the government of Ecuador allocated equal shares of 15,152
units and/or a total value of $3,333,333 equally among the three. The resolution also does not specify
whether the quantity or value criteria will prevail.

GOVERNMENT PROCUREMENT

On October 14, 2013, the National Assembly passed reforms to the Public Procurement Law. The
National Procurement Service (SERCOP) was created and the National Institute of Procurement (INCOP)
was legally closed. Article 2 of the law gives SERCOP regulatory powers which INCOP lacked.

As a general rule, all public institutions are subject to Ecuador’s public contracting law. However, that law
establishes several exceptions, including for procurements made according to special regimes established
pursuant to norms set by the Ecuadorian President (Article 2), international agreements for the purchase of
goods and services (Article 43), exploration and exploitation of hydrocarbons, emergency situations
(Article 57), and national security contracts.
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Since 2008, Ecuador’s public contracting law has required that priority be given to locally produced and
supplied products and services, although foreign suppliers can compete for the procurements. The 2013
reform law reiterates preferential treatment for locally produced goods, especially those produced by the
constitutionally created “social and solidarity economy,” as well as micro and small enterprises. Article 25
of the public contracting law promotes procurement of local goods and services. The possibility of
winning a procurement contract is higher depending on the local content of the product offered (assessed
by the value of local inputs in a given product) to compete for public procurements.

On August 29, 2013, Decree 92 created the “Public Enterprise for Imports.” The new entity, chaired by
the Minister of Foreign Trade, is responsible for importing all government procured goods and for
acquiring products subject to trade restrictions. This new entity is not yet operational. Private sector
representatives have voiced concerns regarding possible unfair competition since the public sector is
exempt from the 5 percent capital exit tax on foreign transfers.

Bidders are required to register and submit bids for government procurement through an online system
(http://www.compraspublicas.gob.ec). Foreign bidders must register and have a local legal representative
in order to participate in government procurement in Ecuador. Bidding on government procurement can
be cumbersome and non-transparent. The lack of transparency creates opportunities for manipulation by
procuring entities.

Ecuador is not a signatory to the WTO Agreement on Government Procurement.
INTELLECTUAL PROPERTY RIGHTS PROTECTION

Ecuador remained on the Special 301Watch List in 2013. The United States is very concerned about
increases in the fees charged to apply for and maintaining patent rights and plant variety protection in
Ecuador; these exorbitantly high fees create a disincentive for innovative companies to enter the market
and will adversely affect the operation of the patent system. Widespread piracy and counterfeiting
continue to adversely affect market access for U.S. rights holders. The United States urges Ecuador to
continue to improve its IPR enforcement efforts and to establish the specialized IPR courts required under
Ecuador’s 1998 IPR law. Ecuador should also further clarify its system for protecting against
unauthorized disclosure or unfair commercial use of undisclosed test or other data submitted to the
government to obtain marketing approval for pharmaceutical and agricultural chemical products. The
United States also encourages Ecuador to provide an effective system to expeditiously address patent
issues presented by applications to market pharmaceutical products. The United States looks forward to
continuing to work with Ecuador to address these and other issues.

SERVICES BARRIERS
Credit Reference Services

In November 2012, Ecuador enacted a credit bureau law that severely restricts the operations of private
credit bureaus, giving a state-owned entity exclusive right to credit-related data. The law was to become
effective on December 4, 2013, but Ecuador postponed implementation for 90 days. Private credit
bureaus, while not prohibited outright from operating, will be obliged to transfer their databases to the
government and can no longer receive data directly from the financial sector. As of December 2013, only
one private credit bureau remained in operation.
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Mobile Spectrum

Ecuador’s 4G spectrum is currently licensed exclusively to CNT, the public enterprise with 3.4 percent
market coverage of the mobile market.

INVESTMENT BARRIERS

Ecuador’s investment climate remains marked by uncertainty, as the government’s economic policies
continue to evolve. While Ecuador is still relatively open to foreign investment in most sectors, new laws
and regulations limit private sector participation in sectors deemed ‘“strategic,” most notably in the
extractive industries. In addition, inconsistent application and interpretation of its investment laws
negatively impacts the transparency and stability of Ecuador’s investment regime. This legal complexity
increases the risks and costs of doing business in Ecuador.

In 2013, the Permanent Court of Arbitration (PCA), an intergovernmental organization based in The
Hague, The Netherlands, which provides a variety of dispute resolution services, issued two awards
favorable to U.S. oil companies in highly visible cases against the Republic of Ecuador. Furthermore, the
Ecuadorian judiciary sanctioned lower courts for issuing a favorable tax ruling to a foreign-owned oil
pipeline operator.

Ecuador’s framework for investment protection is still unsettled. Ecuador’s denunciation of the
Convention on the Settlement of Investment Disputes (ICSID Convention) became effective January 7,
2010. In September 2009, the Ecuadorian government requested approval from the country’s National
Assembly to terminate 13 bilateral investment treaties (BITs), including its BIT with the United States,
arguing that they contained provisions that were unconstitutional. On November 24, 2010, Ecuador’s
Constitutional Court ruled that provisions within Ecuador’s BIT with the United States were
unconstitutional. In its ruling, Ecuador’s Constitutional Court held that Article 422 of Ecuador’s
Constitution prohibited the state from concluding treaties or international instruments in which Ecuador
would cede sovereign jurisdiction to international arbitration tribunals in commercial disputes between the
state and private investors and concluded that the BIT with the United States constituted such an
instrument.

The Constitutional Court has delivered similar rulings on the other BITs under review. Based on the
Constitutional Court’s rulings, Ecuador’s National Assembly has so far approved the termination of five
BITs, but has not approved the termination of four others, including the U.S. BIT. The Sovereignty,
Integration and Foreign Relations Committee approved the termination of the U.S. BIT but the decision
has not come to a full floor vote in the plenary. On November 19, 2013, the Minister of Foreign Trade
issued an announcement that Ecuador would not terminate the remaining four BITs in 2013, but rather that
Ecuador will seek to renegotiate those BITs that conflict with its constitution.

To date, the Ecuadorian government has only officially terminated its BIT with Finland. Furthermore, the
Ecuadorian government has indicated it may be open to negotiating international arbitration clauses within
individual contracts, as provided for under the Production Code and the Planning and Public Finance Code.

In May 2013, Presidential Decree 1506 created the “Integral Citizen’s Audit Commission of Bilateral
Investment Treaties and International Arbitration on Investment Issues” to study Ecuador’s bilateral
investment treaties and the international arbitration system to determine their legality and legitimacy, and
to identify inconsistencies or irregularities that could have an impact on Ecuador in economic, social, and
environmental terms. The Commission’s work is currently in progress. The structure of the Commission,
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which is chaired by the National Planning Office, closely resembles the “Integral Debt Audit”
implemented in 2008 and 2009 that provided the arguments for Ecuador’s sovereign debt default of $3.2
billion in May 2009.

Certain sectors of Ecuador’s economy are reserved for the state, while equity caps apply in other sectors,
such as a 49 percent cap on foreign investment in domestic fishing operations and a 25 percent limit with
respect to broadcast stations. Petroleum exploration and development is reserved for the state, but foreign
investment can be conducted through “exceptional” contracts with the state. In the past, a number of
disputes relating to these contracts have arisen, as well to the laws regulating petroleum exploration and
development generally. In 2010, the Ecuadorian government enacted a hydrocarbons law that requires all
contracts in the extractive industries to be in the form of service, or “for fee” contracts, rather than
production sharing agreements. On November 23, 2010, the Ecuadorian government completed
negotiations with most resident foreign oil companies to transition from production sharing to service
contracts. Several companies declined to renegotiate their contracts but instead opted to negotiate
compensation agreements for operations that they subsequently turned over to the Ecuadorian
government. The last U.S. oil and gas production company operating in Ecuador departed in 2011 after
negotiating a sale of its operations to the government. As noted above, some U.S. companies that have
operated in Ecuador, notably in the petroleum sector, have initiated international investment arbitration
claims relating to these disputes.
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EGYPT

TRADE SUMMARY

U.S. goods exports in 2013 were $5.2 billion, down 5.1 percent from the previous year. Corresponding
U.S. imports from Egypt were $1.6 billion, down 46.2 percent. The U.S. goods trade surplus with Egypt
was $3.6 billion in 2013, an increase of $1.1 billion from 2012. Egypt is currently the 43rd largest export
market for U.S. goods.

The stock of U.S. foreign direct investment (FDI) in Egypt was $17.1 billion in 2012 (latest data
available), up from $15.0 billion in 2011.

IMPORT POLICIES
Tariffs

Egypt increased tariffs on several types of goods in 2013. In March 2013, the government of Egypt issued
presidential decree number 184/2013 announcing an increase in tariffs for dozens of “non-essential”
goods, including, sunglasses, nuts, cut flowers, fireworks, grapes, strawberries, apples, pineapples, video
games, chewing gum, watches, and seafood, including shrimp and caviar. Tariffs on seafood increased as
follows: on fish from 5 percent to 30 percent, on caviar from 30 percent to 40 percent and on lobster from
20 percent to 40 percent. Tariffs on cut flowers increased from 30 percent to 40 percent, and on fresh and
dried nuts from 5 percent to 10 percent. Tariffs on some fresh fruits, including strawberries, increased
from 5 percent to 10 percent while levies on some other fresh fruits, including apples, increased from 20
percent to 30 percent.

The tariff on passenger cars with engines of less than 1,600 cubic centimeters (cc) is 40 percent, and the
tariff on cars with engines of more than 1,600 cc is 135 percent. In addition, cars with engines over 2,000
cc are subject to an escalating sales tax of up to 45 percent.

Tariffs on a number of processed and high-value food products, including poultry meat, range from 20
percent to 30 percent.

There is a 300 percent duty on alcoholic beverages for use in the tourism sector, including for hotels, plus a
40 percent sales tax. The tariff for alcoholic beverages ranges from 1,200 percent on beer to 1,800 percent
on wine to 3,000 percent on sparkling wine and spirits.

Foreign movies are subject to duties and import taxes amounting to 46 percent and are subject to sales
taxes and box offices taxes higher than those for domestic films.

Customs Procedures

In 2004, the Ministry of Finance committed to a comprehensive reform of Egypt’s customs administration
and is reorganizing the Customs Authority to meet international standards. Egypt began establishing
modern customs centers at major ports to test new procedures, such as risk management, and Egypt began
implementing new information technology systems to facilitate communications among ports and airports.
These systems were to become fully operational in 2009, but implementation has been delayed.
Meanwhile, the information technology infrastructure has been deteriorating, representing an additional

FOREIGN TRADE BARRIERS
-93-



obstacle to modernization. Egyptian does not currently have systems in place to accept advance
information on international cargo arriving at ports of entry.

The Ministry of Finance in 2008 finalized a draft of a new customs law to streamline procedures and
facilitate trade. The proposed legislation has yet to be submitted to parliament for consideration. Its status
at this point remains unclear. The practice of consularization, which requires exporters to secure a stamp
from Egyptian consulates on all documents for goods to be exported to Egypt — at a cost of $100 to $150
per document — remains in place and adds significant costs in money and time.

Import Bans and Barriers

The National Nutrition Institute or the Drug Planning and Policy Center of the Ministry of Health and
Population (MOHP) registers and approves all nutritional supplements, specialty foods, and dietary foods.
The definition of specialty foods is broad and includes processed foods with labels claiming that the food
is “high in” or “enriched with” vitamins or minerals. The government attempts to complete the approval
process in 6 weeks to 8 weeks, but some products face waiting periods of 4 months to 12 months for
approval. Importers must apply for a license to import a dietary product and renew the license every 1
year to 5 years depending on the product, at a cost of approximately $1,000 per renewal.

The MOHP must approve the importation of new, used, and refurbished medical equipment and supplies to
Egypt. This requirement does not differentiate between the most complex computer-based imaging
equipment and basic supplies. The MOHP approval process consists of a number of steps which can be
burdensome. Importers must submit a form requesting the MOHP’s approval to import, provide a safety
certificate issued by health authorities in the country of origin, and submit a certificate of approval from
the U.S. Food and Drug Administration or the European Bureau of Standards. The importer must also
present an original certificate from the manufacturer indicating the production year of the equipment and,
if applicable, certifying that the equipment is new. All medical equipment must be tested in the country of
origin and proven safe. The importer must prove it has a service center to provide after-sales support for
the imported medical equipment, including spare parts and technical maintenance.

GOVERNMENT PROCUREMENT

A 1998 law regulating government procurement requires that technical factors, along with price, be
considered in awarding contracts. A preference is granted to Egyptian companies whose bids are within 15
percent of the price of other bids. In the 2004 Small and Medium Sized Enterprises (SMEs) Development
Law, Egyptian SMEs were given the right to supply 10 percent of the goods and services in every
government procurement contract.

Egyptian law grants potential suppliers certain rights, such as speedy return of their bid bonds and an
explanation of why a competing supplier was awarded a contract. However, concerns about a lack of
transparency remain. For example, the Prime Minister retains the authority to determine the terms,
conditions, and rules for procurement by specific entities.

Egypt is not a signatory to the WTO Agreement on Government Procurement.

INTELLECTUAL PROPERTY RIGHTS PROTECTION

Egypt remained on the Watch List in the 2013 Special 301 Report. Piracy and counterfeiting continue to
be serious problems, as does the lack of speed and effectiveness of processing trademark applications.
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Piracy of broadcast content via satellite television operations, lack of enforcement in major cases involving
counterfeit apparel and other trademark violations, online piracy, entertainment software piracy, and book
piracy remain concerns. The United States remains concerned about the lack of clarity in protections
against unfair commercial use and unauthorized disclosure of undisclosed test or other data generated to
obtain marketing approvals for pharmaceutical products.

SERVICES BARRIERS

Egypt restricts foreign equity in construction and transport services to 49 percent. Egypt also limits the
employment of non-nationals to 10 percent of an enterprise’s general workforce, although the Ministry of
Manpower and Migration can waive this limitation. In computer-related industries, Egypt requires that 60
percent of top level management be Egyptian within 3 years of the start-up date of the venture.

Banking

No foreign bank seeking to establish a new bank in Egypt has been able to obtain a license in the past 20
years, and in November 2009, the Central Bank reaffirmed that no new foreign banks would be given
licenses. However, foreign banks have been allowed to buy shares in existing banks.

Since banking reform began in 2004, the government has divested itself from many joint venture banks
and privatized the government-owned Bank of Alexandria in 2006. However, efforts to restructure the
remaining three state-owned banks have been mixed, and the Central Bank rejected privatization of the
three banks in 2009 on the grounds that market conditions were not appropriate. The three remaining
state-owned banks control at least 40 percent of the banking sector’s total assets.

Telecommunications

The state-owned telephone company, Telecom Egypt, lost its legal monopoly on the local, long-distance
and international telecommunication sectors in 2005. Nevertheless, Telecom Egypt continues to hold a de
facto monopoly, primarily because the National Telecommunications Regulatory Authority (NTRA) failed
to offer additional licenses to compete in these sectors.

NTRA has been working on a unified license regime that would allow a company to offer both fixed line
and mobile networks. It was reported in December 2013 that the NTRA recommendation was before the
Egyptian cabinet for final approval. Adoption of a unified license regime would allow Telecom Egypt,
currently operating in the fixed line market, to enter the mobile market and the three mobile companies,
MobiNil, Vodaphone and Etislat, to enter the fixed market.

Courier and Express Delivery Services

The Egyptian National Postal Organization (ENPO) must grant special authorization to private courier and
express delivery service suppliers seeking to operate in Egypt. In addition, although express delivery
services constitute a separate, for-profit, premium delivery market, ENPO requires private express
operators to pay a postal agency fee of 10 percent of annual revenue on shipments less than 20 kilograms.
In 2010, ENPO imposed an additional fee on private couriers and express delivery services of £E5 ($0.75)
on all shipments under five kilograms.
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INVESTMENT BARRIERS

Significant impediments to investment exist in Egypt. Foreign direct investment accounted for less than
25 percent of all investment in Egypt prior to the revolution in 2011 and has fallen drastically since.
Following the revolution, Egypt put into place capital transfer restrictions that prevent foreign companies
from transferring more than $100,000 per year out of Egypt without a valid commercial purpose, original
documentation, and approval by the Central Bank. Daily withdrawals for corporations are limited to
$30,000. In 2012, Egypt announced further capital controls that limit the amount of money that can be
transferred out of the country to $10,000 per day and instituted a new currency auction system that has led
to a gradual depreciation of the Egyptian Pound. Investors report that it can take several weeks for
legitimate transfers to be executed.

Labor rules prevent companies from employing more than 10 percent non-Egyptians (25 percent in Free
Zones), and foreigners are not allowed to operate sole proprietorships or simple partnerships. Egypt’s
trade regulations allow foreigners to act as commercial agents with respect to the import of goods for
trading purposes, but prohibit foreigners from acting as importers themselves. A foreign company wishing
to import for trading purposes must do so through an Egyptian importer.

Although Egypt is a signatory to the New York Convention on the Recognition and Enforcement of
Foreign Arbitral Awards, U.S. investors have complained that Egyptian courts are not consistent in their
approach to the recognition of foreign arbitral awards and court judgments. In their view, the judicial
system is subject, in some cases, to political influence.

Other obstacles to investment include excessive bureaucracy, a shortage of skilled labor, limited access to
credit, slow and cumbersome customs procedures, and non-tariff trade barriers.

OTHER BARRIERS
Pharmaceutical Price Controls

On July 3, 2012, the MOHP issued Ministerial Decree No. 499/2012 to provide a new legal basis for the
pricing of branded and generic products in Egypt. The new pricing structure is mainly based on global
public price comparisons. In addition, the decree set profit margin caps at the distributor and retail levels.
This decree revoked Decree No. 373 of 2009, a cost-plus system. However, implementation plans have
been suspended as a result of resistance from both pharmaceutical producers and consumer interest groups
and Decree No. 373 continues to govern the system.
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EL SALVADOR

TRADE SUMMARY

U.S. goods exports in 2013 were $3.2 billion, up 2.3 percent from the previous year. Corresponding U.S.
imports from El Salvador were $2.4 billion, down 5.8 percent. The U.S. goods trade surplus with El
Salvador was $731 million in 2013, an increase of $222 million from 2012. EIl Salvador is currently the
53rd largest export market for U.S. goods.

The stock of U.S. foreign direct investment (FDI) in El Salvador was $2.7 billion in 2012 (latest data
available), up from $2.6 billion in 2011.

Free Trade Agreement

The Dominican Republic-Central America-United States Free Trade Agreement (CAFTA-DR or
Agreement) entered into force for the United States, El Salvador, Guatemala, Honduras, and Nicaragua in
2006 and for the Dominican Republic in 2007. The CAFTA-DR entered into force for Costa Rica in 20009.
The CAFTA-DR significantly liberalizes trade in goods and services as well as includes important
disciplines relating to customs administration and trade facilitation, technical barriers to trade, government
procurement, investment, telecommunications, electronic commerce, intellectual property rights,
transparency, and labor and environment.

IMPORT POLICIES
Tariffs

As a member of the Central American Common Market, El Salvador applies a harmonized external tariff
on most items at a maximum of 15 percent with some exceptions.

Under the CAFTA-DR, however, 100 percent of U.S. consumer and industrial goods will enter El Salvador
duty free by 2015. Nearly all textile and apparel goods that meet the Agreement’s rules of origin now
enter El Salvador duty free and quota free, creating economic opportunities for U.S. and regional fiber,
yarn, fabric, and apparel manufacturing companies.

Currently, under the CAFTA-DR, 68 percent of U.S. agricultural products qualify for duty-free treatment
in El Salvador and by 2015 that number will reach 84 percent of qualifying U.S. agricultural exports. El
Salvador will eliminate its remaining tariffs on nearly all agricultural products by 2020 (2023 for rice and
chicken leg quarters and 2025 for dairy products). For certain agricultural products, tariff-rate quotas
(TRQs) permit some duty-free access for specified quantities during the tariff phase-out period, with the
duty-free amount expanding during that period. EIl Salvador will liberalize trade in white corn through
continual expansion of a TRQ, rather than by the reduction of the out-of-quota tariff.

Nontariff Measures

Under the CAFTA-DR, all CAFTA-DR countries, including ElI Salvador, committed to improve
transparency and efficiency in administering customs procedures. The CAFTA-DR countries also
committed to ensuring greater procedural certainty and fairness in the administration of these procedures,
and agreed to share information to combat illegal trans-shipment of goods. However, U.S. exporters and
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Salvadoran importers of U.S. products, particularly agricultural goods, have expressed increasing concern
about customs-related problems they are encountering in El Salvador, specifically issues related to origin
verification procedures. The United States is continuing to engage with EI Salvador on these concerns.
The treatment of trans-shipped goods is increasingly becoming an issue. Companies are stating that the
Salvadoran customs authorities are delaying the release of goods that originate in the United States and
transit through a non-CAFTA-DR country. The Salvadoran customs authorities have alleged that these
goods lose origin when not coming directly from the United States, without meeting new and burdensome
documentation requirements covering the goods’ transit through the intermediary country.

In 2009, and again in 2010, El Salvador amended its law regulating the production and sale of alcoholic
beverages. The amendments applied an 8 percent ad valorem tax on domestic and imported alcoholic
beverages, as well as a specific tax based on percentage of alcohol by volume. This tax structure applies a
lower rate per percentage of alcohol on alcoholic beverages that are typically produced locally or imported
from other Central American countries (e.g., aguardiente) than on alcoholic beverages that are imported
from non-Central American countries (e.g., whiskey and gin). The U.S. Government has raised concerns
about the amended law with the government of El Salvador and continues to work with the government in
an effort to address those concerns.

GOVERNMENT PROCUREMENT

The CAFTA-DR requires that procuring entities use fair and transparent procurement procedures,
including advance notice of purchases and timely and effective bid review procedures for procurements
covered by the Agreement. Under the CAFTA-DR, U.S. suppliers are permitted to bid on procurements of
most Salvadoran government entities, including key ministries and state-owned enterprises, on the same
basis as Salvadoran suppliers. The anticorruption provisions in the Agreement require each government to
ensure under its domestic law that bribery in matters affecting trade and investment, including in
government procurement, is treated as a criminal offense or is subject to comparable penalties.

In May 2011, the Legislative Assembly approved a series of reforms to the LACAP (Ley de Adquisiciones
y Contrataciones de la Administraciéon Pablica), which regulates government procurement. These reforms
included easing procurement procedures to expedite contracts valued at less than $35,856. The U.S.
Government, however, is discussing with the government of El Salvador additional measures that have
passed subsequently, including a June 2011 law which would allow the Ministry of Health to purchase
pharmaceuticals without going through an open tender, and a December 2012 decree covering
procurements for 2013 and a subsequently revised decree covering procurements for 2014, that favor
national seed producers in the Ministry of Agriculture’s seed distribution program.

El Salvador is not a signatory to the WTO Agreement on Government Procurement.
EXPORT SUBSIDIES

El Salvador has notified the WTO Committee on Subsidies and Countervailing Measures of the Export
Processing Zones and Marketing Act, an export subsidy program which must be phased out by the end of
2015.

Beginning on February 1, 2011, El Salvador eliminated the 6 percent tax rebate it had applied to exports
shipped outside Central America for goods that had undergone a transformation process adding at least 30
percent to the original value. To compensate for the elimination of the 6 percent rebate, in January 2011,
the Salvadoran government approved a new form of drawback, consisting of a refund of custom duties
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paid on imported inputs and intermediate goods exclusively used in the production of products exported
outside of the Central American region, which remains in place.

Under the CAFTA-DR, EI Salvador may not adopt new duty waivers or expand existing duty waivers that
are conditioned on the fulfillment of a performance requirement (e.g., the export of a given level or
percentage of goods).

INTELLECTUAL PROPERTY RIGHTS PROTECTION

While El Salvador remained unlisted in the 2013 Special 301 Report, the United States initiated an out-
of-cycle review with El Salvador to highlight the need to make progress in IPR protection and
enforcement, in particular with respect to implementation of recent legislation on geographic indications
and pharmaceuticals, and enforcement efforts.

To implement its CAFTA-DR intellectual property rights (IPR) obligations, ElI Salvador undertook
legislative reforms providing for stronger IPR protection and enforcement. Despite these efforts, the
piracy of optical media, both music and video, in El Salvador remains a concern. In addition, the business
software industry continues to report very high piracy rates for El Salvador. Optical media imported from
the United States into El Salvador are being used as duplication masters for unauthorized copies of
copyrighted works. The United States has expressed concern to the Salvadoran government about
inadequate enforcement of cable broadcast rights and the competitive disadvantage it places on legitimate
providers of this service. The United States remains concerned about the adequacy of implementation of
regulations to protect against the unfair commercial use, as well as unauthorized disclosure, of test and
other data generated to obtain marketing approval for pharmaceutical products. The lack of an effective
system to address patent issues expeditiously in connection with applications to market pharmaceutical
products is also concerning. The United States engaged extensively with El Salvador as it prepared
legislative amendments governing protections for geographical indications (Gls), in anticipation of
European Union applications to register a range of Gls in El Salvador, which were received in 2013.
During that ongoing engagement, the United States has stressed the need for CAFTA-DR consistency in
protections and process, including public notice and opportunity for opposition and cancellation, and
transparency and impartiality in decision making. The United States will continue to monitor El
Salvador’s implementation of its IPR obligations under the CAFTA-DR.

SERVICES BARRIERS

Telecommunications

Since June 2008, every international telephone call, regardless of origin, is charged a $0.04 per minute tax,
while domestic calls within El Salvador are not assessed this tax. A previous exemption for calls from
other Central American countries is no longer in effect.

INVESTMENT BARRIERS

There are few formal investment barriers in El Salvador. However, there are nontransparent and
duplicative regulations, and licensing and regulatory decision-making processes that appear to be

inconsistent and contradictory. Such barriers have affected sectors including energy, mining, and retail
sales.
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OTHER BARRIERS

Some U.S. firms and citizens have found corruption in government, including in the judiciary, to be a
significant concern and a constraint to successful investment in El Salvador. Administrative and judicial
decision-making appear at times to be inconsistent, nontransparent, and very time consuming.
Bureaucratic requirements have at times reportedly been excessive and unnecessarily complex. U.S. firms
have expressed concern about the “Medicines Act” passed by the Salvadoran Legislative Assembly in
February 2012, and the implementing regulations issued in December 2012, particularly regarding the
methodology to determine maximum sales prices of pharmaceuticals to be sold in El Salvador and the lack
of transparency in the process.
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ETHIOPIA

TRADE SUMMARY

U.S. goods exports in 2013 were $678 million, down 46.8 percent from the previous year. Corresponding
U.S. imports from Ethiopia were $194 million, up 5.7 percent. The U.S. goods trade surplus with Ethiopia
was $485 million in 2013, a decrease of $607 million from 2012. Ethiopia is currently the 92nd largest
export market for U.S. goods.

The stock of U.S. foreign direct investment (FDI) in Ethiopia was $11 million in 2012 (latest data
available), up from $9 million in 2011.

IMPORT POLICIES

Ethiopia is not a Member of the World Trade Organization (WTQO), but is pursuing accession. Ethiopia
participated in the third meeting of its working party on WTO accession in March 2012 and submitted its
goods market offer to Members in February 2012. In December 2013, Ethiopia finalized its services
market access offer. This, a revised goods market access offer, and responses to questions submitted by
the United States and other WTO members at the third meeting of Ethiopia’s WTO accession Working
Party have been prepared for submission to Members for discussion at the fourth meeting of the Working
Party, which has not yet been scheduled.

Ethiopia is a member of the Common Market for Eastern and Southern Africa (COMESA), but does not
participate in COMESA’s free trade area.

Tariffs

According to the WTO, Ethiopia’s average applied tariff rate was 17.3 percent in 2012. Revenue
generation, not protection of local industry, appears to be the primary reason for Ethiopia’s tariff levels;
however, high tariffs are applied to protect certain local industries, including textiles and leather.

Nontariff Measures

A cereals export ban, imposed in 2009, remains in effect due to supply shortages. An export ban imposed
on cotton in November 2010 was lifted in April 2012. Another export ban, on raw and semi-processed
hides and skins, which was intended to artificially increase domestic supply and strengthen the export of
value-added products, took effect at the end of 2011.

An importer must obtain a letter of credit for the total value of the imports and apply for an import permit
before an order can be placed. Even with a letter of credit, import permits are not always granted.

Foreign Exchange Controls

Ethiopia’s central bank administers a strict foreign currency control regime and the local currency (Birr) is
not freely convertible. While larger firms, state-owned enterprises, and enterprises owned by the ruling
party do not typically face major problems obtaining foreign exchange, less well-connected importers,
particularly smaller, new-to-market firms, face delays in arranging trade-related payments. The
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unreliability of foreign exchange supply in Ethiopia’s banks has negatively affected U.S. companies’
ability to import essential inputs and industrial capital goods on a timely basis.

GOVERNMENT PROCUREMENT

A high proportion of Ethiopian import transactions are for government consumption, reflecting the heavy
involvement of the government in the overall economy. Tender announcements are usually made public,
but a number of major procurements have not gone through a tender process. Bureaucratic procedures and
delays in the decision-making process sometimes impede foreign participation in procurements. U.S.
firms have complained about the abrupt cancellation of some procurements, a perception of favoritism
toward Chinese suppliers, a frequent requirement that would-be suppliers appear in person to collect
solicitation packages, and a general lack of transparency in the procurement system. Business associations
complain that state-owned and ruling party-owned enterprises have enjoyed de facto advantages over
private firms in government procurement. Several U.S. firms have complained of pressure to offer
supplier financing or other low-cost financing in conjunction with tenders. Several significant contracts
have been signed in recent years between government enterprises and Asian companies outside of the
government procurement process.

As a non-member of WTO, Ethiopia is not a signatory to the WTO Agreement on Government
Procurement.

INTELLECTUAL PROPERTY RIGHTS PROTECTION

The Ethiopian Intellectual Property Office (EIPO) is responsible for the administration of patents,
trademarks, and copyrights, and has jurisdiction over intellectual property policy. EIPO focuses mainly on
protecting domestic content, and has taken virtually no action to confiscate or impede the sale of pirated
foreign works in Ethiopia. Ethiopia is a member of the World Intellectual Property Organization;
however, it has not ratified most of the major IPR treaties, including the Berne Convention or Madrid
Protocol.

Trademark infringement of major international brands appears to be widespread in Ethiopia. The lack of
enforcement capacity leaves the government in a position of only responding to IPR challenges brought to
Ethiopia’s Competition Commission. Furthermore, enforcement of intellectual property rights is often
unpredictable due to an overall lack of coordination between government agencies.

SERVICES BARRIERS

The state-owned Ethio-Telecom maintains a monopoly on wire and wireless telecommunications and
internet service and is closed to private investment. Management of Ethio-Telecom was outsourced to
France Telecom (Orange) in December 2010 through 2012, with a contract extension through 2013. The
Value Added Service Directive No. 2/2005 allows private companies to provide internet service through
the government’s infrastructure, but implementing regulations have yet to be promulgated. The Ministry
of Information and Communication Technology allows companies and organizations whose operations are
Internet-dependent or are located in remote areas of the country to use Very Small Aperture Terminals
(VSATS), but it does not allow the general public to use VSATS.
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INVESTMENT BARRIERS

Official and unofficial barriers to foreign investment persist. Investment in telecommunications services
and in defense industries is permitted only in partnership with the Ethiopian government. The banking,
insurance, and micro-credit industries are restricted to domestic investors. Other areas of investment
reserved exclusively for Ethiopian nationals include broadcasting, domestic air transport services using
aircraft with a seating capacity of over 20 passengers, and forwarding/shipping agency services. Foreign
investors are also barred from investing in a wide range of small retail and wholesale enterprises (e.g.,
printing, restaurants, and beauty shops).

The government continues to privatize a number of state-owned enterprises. Most, but not all, of the
tenders issued by the Privatization and Public Enterprises Supervising Agency are open to foreign
participation. Some investors bidding on these properties have alleged a lack of transparency in the
process. Investors in formerly state-owned businesses subject to privatizations reportedly have
encountered problems that include impediments to transferring title, delays in evaluating tenders, and
issues with tax arrearages.

All land in Ethiopia belongs to the state; there is no private land ownership. Land may be leased from
local and regional authorities for up to 99 years. A land-lease regulation passed in late 2011 places limits
on the duration of construction projects, allows for revaluation of leases at a government-set benchmark
rate, places previously owned land (“old possessions”) under leasehold, and restricts transfer of leasehold
rights. Compensation is paid for real property seized upon the termination of a lease, but is not paid for the
land on which the property is built.

OTHER BARRIERS
Parastatal and Party-affiliated Companies

Ethiopian and foreign investors alike complain about patronage networks and de facto preferences shown
to businesses owned by the government or associates of the ruling party, including preferential access to
bank credit, foreign exchange, land, procurement contracts, and favorable import duties.

Judiciary

Companies that operate businesses in Ethiopia assert that its judicial system remains inadequately staffed
and inexperienced, particularly with respect to commercial disputes. While property and contractual rights
are recognized, and there are commercial and bankruptcy laws, judges often lack understanding of
commercial matters and scheduling of cases often suffers from extended delays. Contract enforcement
remains weak. There is little evidence to suggest that the award of an international arbitral tribunal will be
fully accepted and implemented by Ethiopian authorities.
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EUROPEAN UNION

TRADE SUMMARY

U.S. goods exports in 2013 were $262.3 billion, down 1.3 percent from the previous year. Corresponding
U.S. imports from the European Union (EU) were $387.3 billion, up 1.5 percent. The U.S. goods trade
deficit with the EU was $125.1 billion in 2013, up $9.1 billion from 2012. European Union countries,
together, would rank as the second largest export market for the United States in 2013.

U.S. exports of private commercial services (i.e., excluding military and government) to the EU were
$199.2 billion in 2012 (latest data available), and U.S. imports were $143.2 billion. Sales of services in the
EU by majority U.S.-owned affiliates were $554.7 billion in 2011 (latest data available), while sales of
services in the United States by majority EU-owned firms were $409.9 billion.

The stock of U.S. foreign direct investment (FDI) in the EU was $2.2 trillion in 2012 (latest data
available), up from $2.0 trillion in 2010. U.S. FDI in the EU is primarily concentrated in the nonbank
holding companies, finance/insurance, and manufacturing sectors.

Overview

The United States and the 28 Member States of the EU share the largest and most complex economic
relationship in the world. The enormous volume of trade and investment is a key pillar of prosperity both
in the United States and Europe.

Transatlantic trade flows (goods and services trade plus earnings and payments on investment) averaged
$4.3 billion each day of 2013. The total stock of transatlantic investment was nearly $3.9 trillion in 2012.
Countries around the world benefit significantly from the prosperity resulting from this transatlantic
economy.

Despite the broadly successful character of the U.S.-EU trade and investment relationship, U.S. exporters
and investors face chronic barriers to entering, maintaining, or expanding their presence in certain sectors
of the EU market. Some of the most significant barriers, which have persisted despite repeated efforts at
resolution through bilateral consultations or WTO dispute settlement procedures, have been highlighted in
this report for many years. Many are highlighted again in this year’s report.

To further strengthen the transatlantic trade and investment relationship, President Obama announced on
February 13, 2013 his intention to pursue comprehensive trade and investment negotiations with the EU.
On June 17, 2013, the President joined with EU Leaders to launch negotiations on the Transatlantic Trade
and Investment Partnership (T-TIP) agreement. These negotiations build upon the work and
recommendations of the U.S.-EU High Level Working Group for Jobs and Growth, which was co-chaired
by the U.S. Trade Representative and the European Commission Trade Directorate, and which
recommended a comprehensive trade and investment agreement. Three negotiating rounds took place in
2013, and both sides have agreed to pursue an ambitious schedule of negotiations in 2014.
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MARKET ACCESS FOR NON-AGRICULTRAL PRODUCTS
WTO Information Technology Agreement

In September 2010, the WTO Dispute Settlement Body (DSB) adopted the final report of the panel
considering the U.S. claim that the EU violated its tariff commitments under the WTO Information
Technology Agreement (ITA) by imposing duties as high as 14 percent on flat panel computer monitors,
multifunction printers, and certain cable, satellite, and other set-top boxes. For all three product categories
at issue, the panel concluded that the EU tariffs were inconsistent with its obligations. The United States
and the EU agreed to a period of nine months and nine days for the EU to comply with the
recommendations and rulings of the DSB, ending on June 30, 2011. The EU has taken the legislative steps
necessary to come into compliance with the DSB’s recommendations and rulings, but the United States is
continuing to closely monitor implementation by Member State customs authorities to ensure that products
covered by the ITA are accorded duty-free treatment. With EU compliance, the United States expects that
U.S. producers of high technology products will continue to be able to export those products to Europe
duty free, as required under the ITA.

Pharmaceutical Products

The